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DEPOSITED BY THE 


UNITED STATES OF AMERICA 





PAYMENTS OF TAXES, OR IN LIEU OF TAXES, TO 
STATES OR LOCAL TAXING UNITS 


MONDAY, JULY 25, 1955 


Untrep States SENATE, 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The committee met, pursuant to call, at 10:10 a. m., in room 357, 
Senate Office Building, Washington, D. C., Senator Hubert H. Hum- 
phrey presiding. 

Present: Senator Hubert H. Humphrey, Democrat, Minnesota; 
Senator Samuel J. Ervin, Jr., Democrat, North Carolina; Senator 
Karl E. Mundt, Republican, South Dakota; Senator Norris Cotton, 
Republican, New Hampshire ; Senator George H. Bender, Republican, 
Ohio. 

Present also: Walter L. Reynolds, chief clerk; Ann M. Grickis, 
assistant chief clerk; Eli E. Nobleman, professiona: staff member. 

Senator Humpurey. We will call this hearing to order. 

Following the customary procedure, the acting chairman will make 
a brief statement and then we shall proceed to the testimony of our 
witnesses. The first witness this morning, following my statement, 
will be Senator Goldwater. We shall accommodate the Senators who 
are here in the first part of the meeting. 

This hearing has been scheduled this morning at the direction of 
Senator McClellan, chairman of this committee, to consider the im- 
yortant and troublesome problem of Federal payment of taxes or in 
feu of taxes to State and local taxing authorities, and to afford an 
opportunity to representatives of the National Association of County 
Officials to present their views on the subject. These representatives 
have been with us in this area at Richmond, Va., for their meeting and 
we have made some arrangements to have them here this morning. 

For a number of years, State and local taxing authorities have been 
seriously concerned over the increasing acquisition by the Federal 
Government of various types of property, which has operated to re- 
move such property from ten tax rolls, From time to time over the 
years, the Congress has acknowledged responsibility for reducing, to 
some extent, the adverse effects of these acquisitions upon local gov- 
ernment. revenues and fiscal structures by enacting numerous statu- 
tory provisions which authorize payments by certain Federal agencies 
or upon certain ete of properties. However, the great majority of 
Federal agencies have no general authority to make payments on their 
properties. Furthermore, existing provisions of law are quite diverse 
and result in different treatment for similar properties of various agen- 
cies. Thus, those provisions of law which do exist fail to present any 
clear-cut uniform policy. On some classes of property, some agencies 
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pay taxes, others make payments in lieu of taxes and still others make 
no payments at all. 

The seriousness of the general problem was magnified by the out- 
break of the Korean war in 1950, when the large-scale acquisition by 
the Federal Government of defense production facilities throughout 
the country resulted in the removal of substantial parcels of real prop- 
erty from local tax rolls. In addition, local taxing authorities have 
been and are being deprived of personal property tax revenues on in- 
ventories of such properties as a result of provisions in procurement 
contracts under which title to such inventories passes to the Federal 
Government prior to completion. Furthermore, certain properties 
owned by Government corporations and specifically made subject to 
local taxation, have been taken out of taxation by the transfer of such 
properties to other Government agencies which have no authority to 
make such payments. Finally, more than 30 States are being deprived 
of sales and use taxes on items of personal property which are being 
used in connection with the construction of Federal installations under 
contracts providing that the private contractor is an agent of the 
Federal Government for the purpose of these purchases, and the items 
are, therefore, immune from State taxation. 

During the past three Congresses, this committee has had pending 
before it numerous bills dealing with various aspects of the problem. 
Some of these were designed as temporary measures; others proposed 
the establishment of permanent, long-range policies and procedures: 
and still others were aimed at meeting specific phases of the overall 
problem. In general, they covered (1) direct taxation of certain Fed- 
eral property; (2) payments by Federal agencies of sums in lieu of 
taxes; (3) restoration to local tax rolls of real estate held by Govern- 
ment corporations and subject to local taxation which was taken out of 
taxation following the transfer of such property to other Government 
agencies; and (4) elimination of certain types of Federal tax immu- 
nity with respect to State sales taxes on personal property. 

During the last Congress, this committee devoted considerable time 
and effort in an attempt to bring about the enactment of legislation 
which would, at the very least, provide some measure of temporary 
relief for hard-pressed local taxing authorities. However, due to the 
fact that the Intergovernmental Relations Commission, of which it 
was my privilege to be a member, was making a comprehensive study 
of the entire field of Federal-State relations, the excutive branch agen- 
cies most affected were reluctant to make specific recommendations 
until all the basic facts were available. 

It was therefore necessary for the committee to defer further action 
until the reports of the Commission became available. The Com- 
mission’s reports were submitted to the Congress on June 27, too late 
to permit full evaluation and action at the present session of the 
Congress. 

Nevertheless, it was felt that a preliminary hearing should be held 
at this time with a view to initiating committee work on the subject. 

May I pause to say that Senator Kuchel, Senator Goldwater, and 
Senator Potter, as well as others, have been most insistent and per- 
sistent in getting this hearing underway, and it is because of their 
cooperation that we are able at least to initiate this study. 








= 








PAYMENTS TO STATE OR LOCAL TAXING UNITS 3 


Full-scale hearings and detailed study of the recommendations of 
the Commission on Intergovernmental Relations and the various 
pending bills have been scheduled for the next session of the Congress. 

Pending before the committee this morning are seven bills which 
represent various approaches to the solution of the problem. I digress 
to say that if you have 7 bills on one subject, there is apparently some 
genuine interest in it. Most of the sponsors of the bills are either 
here or have submitted statements. 

For the most part, the pending bills appear to fall into four major 
categories: 

(1) The establishment of permanent and overall policies and pro- 
cedures with respect to payments by the Federal Government of taxes 
or in lieu of taxes, represented by S. 1566, which I introduced, together 
with Senators Kuchel and Goldwater, and which is virtually identical 
to bills I introduced in the 82d and 83d Congresses; S. 1657, introduced 
by Senator Bush; and 8. 2390, introduced by the distinguished minor- 
ity leader, Senator Knowland, for the purpose of carrying out the 
recommendations of the Intergovernmental Relations Commission: 

(2) The establishment of a limited program of payments by the 
Federal Government in lieu of taxes with respect to Federal real and 
personal property acquired during and subseque nt to the Korean war, 

respresented by S. 826, introduc ed by Senator Bender and identical 
to S. 2473, introduced in the 83d Congress by Senators Taft, Knowl- 
and, Ferguson, Bush, and Potter; 

(3) ° The. provision for temporary, short-term relief for loca] taxing 
authorities, designed to alleviate their present fiscal plight until long- 
range legislation can be worked out, represented by S. 888, introduc ed 
by Senator Martin of Pennsylvania and identical to H. R. 5605, as 
reported favorably by this committee during the 83d Congress, and 
S. 2377, a similar measure, introduced by Senator Potter; and 

(4) The prohibition of certain provisions contained in contracts 
of some Federal agencies which, under a recent decision of the United 
States Supreme Court, prevent States from levying sales and use 
taxes on personal property acquired by private contractors in connec- 
tion with the performance of such contracts, represented by S. 2100, 
introduced by Senator Thurmond. 

At this point, the Chair desires to place in the record that portion 
of the report of the Commission on Inter governmental Relations which 
deals with intergovernmental tax immunities and payments in lieu 
of taxes, and the 7 bills a before the committee S. 826, S. 888. 
S. 1566, S. 1657, S. 2100, * 2377,3 and S. 2390. 

(Norz.—S. 2754 is included asa related bill. It was introduced by 
Senator Malone on August 2, 1955, and was, therefore, not before the 
committee when this hearing was held.) 

(The report and bills referred to are as follows :) 





1A companion bill, H. R. 6182, which was substantially similar to S. 888 and S. 287 
bearing Public Law 888, 84th Cong., on August 12, 1955, and appears on p. 144, of ante 
earing. 
* See supra, note 1. 
® See supra, note 1. 
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{Extracts from ch. 4 of the Report of the Commission on Intergovernmental Relations 
(pp. 107-109, H. Doc. No, 198, 84th Cong.) ] 


THE COMMISSION ON INTERGOVERNMENTAL RELATIONS 


* » o * + * *. 


INTERGOVERN MENTAL TAX IMMUNITIES 


One aspect of the tax relations among governments requiring urgent atten- 
tion is the immunity of the National Government from State and local taxation 
and the immunity of State and local governments from Federal taxation. In 
this area the problem of greatest concern to local governments is the tax status 
of Federal property. The immunity of federally owned property from State 
and local ad valorem taxation has reduced the tax base of many communities 
which rely on property taxes as their chief source of revenue. The impact 
of this immunity is uneven; it is particularly severe in areas where the value 
of Federal property is a large part of total property values. 

This problem has increased in importance with the acceleration of prop- 
erty acquisitions associated with the war and defense efforts and with diverse 
other Federal programs, including urban housing, power production, resources 
conservation, and regional development and reclamation. 

The Congress has not considered constitutional immunity as freeing the Na- 
tional Government from all responsibility for paying State and local taxes or 
their equivalents. Over the years, it has developed a variety of financial arrange- 
ments between the National and State-local governments. At present, the Na- 
tional Government’s payments to local governments on its extensive property 
holdings vary widely. It pays taxes on some, like any other property owner; on 
others, it makes payments in lieu of taxes; and on still others, a percentage of 
revenues from Federal operation of the property is paid to State and local units. 
In many cases there is no payment at all. 


Payments in lieu of taxes 

The Commission recommends that the National Government inaugurate a broad 
system of payments in lieu of property taxes to State and local governments. 
The most important class of properties on which such payments should be made 
is commercial or industrial properties. Special assessment payments and transi- 
tional payments in lieu of taxes should be made in certain cases. 

The Commission believes that these payments are necessary to help preserve 
financially healthy local governments. Present tax immunities of Federal prop- 
erty have weakened many local governments. The States and the National Gov- 
ernment share in the responsibility for avoiding actions which impair the finan- 
cial ability of local governments. Equity as between Federal and local tax- 
payers requires the National Government to make appropriate payments. These 
should be based largely on the property tax system, which is the main source 
of local revenue. 

The Commission does not believe that equity requires initiation of payments 
in lieu of taxes on properties held by the National Government where their 
noncontributory status has already become integrated into the economic and 
fiscal patterns of the community. Therefore, no in-lieu payments should be made 
on any properties acquired prior to a specified cutoff date. Perhaps September 
8, 1939, would be the earliest date and July 1, 1950, the latest date. These dates 
marked the beginning of periods of large-scale acquisition of properties for defense 
purposes—the properties which have been largely responsible for this problem. 
The Commission, recognizing that any selection must be arbitrary, is not pre- 
pared to recommend a specific cutoff date. In addition to a cutoff date, some 
type of arbitrary limitation on Federal payments is necessary to prevent excessive 
payments or windfalls to sone local governments. 

In the Commission’s opinion, the exhaustive report of its Study Committee on 
Payments in Lieu of Taxes and Shared Revenues will provide the Congress with 
a solid foundation upon which to build a sound program of payments in lieu of 
taxes on Federal properties and make such adjustments in shared revenue 
arrangements as may be needed. 

The States sometimes contribute to the financial difficulties of their subdi- 
visions by exempting their own properties from taxation. They may therefore 
want to consider the use of broad payment-in-lieu arrangements at the State level. 
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[S. 826, 84th Cong., Ist sess.] 


A BILL To provide for payments by the Federal Government to States or local taxing 
units adversely affected by Federal acquisition, ownership, or use of defense production 
facilities, to provide for the taxation of certain Federal properties, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Act for 
-ayments to Local Taxing Authorities.” 


DECLARATION OF POLICY 


Src. 2. (a) Although the Federal Government is under no constitutional obliga- 
tion to pay taxes or to contribute to the States or local governments any sums 
in lieu of taxes on account of property owned by the Federal Government, the 
Congress declares that it is the policy of the United States in carrying out the 
national program of military security and defense to avoid insofar as feasible the 
impairment of the finances of State and local governments through the acquisi- 
tion, ownership, or use of any defense production facility by the Federal Govern- 
ment or through requirements for State or local governmental services arising 
directly from Federal ownership or use of any such facility. Officials and employ- 
ees of the Federal Government, in administering this Act, shall be guided by the 
general objective of avoiding insofar as feasible, inequities between the tax- 
payers of particular States and local governments on the one hand and the 
taxpayers of the Federal Government on the other hand in the distribution of 
tax burdens and governmental costs associated with the ownership or use of any 
defense production facility. 

(b) The Congress declares further that, in consideration of the system of 
payments herein provided, State and local governments will be expected, when 
requested, to make available public services for any Federal Government de- 
fense production facility and any residents thereof or workers employed therein 
and their families, upon the same terms as are accorded to other properties, resi- 
dents, or persons. 


DEFINITIONS 


Sec. 3. As used in this Act the following terms shall have the meaning respec- 
tively ascribed to them below, and, unless the context clearly indicates other- 
wise, shall include the plural as well as the singular number: 

(a) “Federal” or “Federal Government” means the United States of America 
and the Government thereof, including all its departments, agencies, boards, and 
commissions and all corporations subject now or hereafter to the provisions of 
title I of the Government Corporation Control Act, as amended (31 U. 8. C. 
846-852). 

(b) “Federal agency,” “owning agency,” or “Federal owning agency” means 
any part of the Federal Government which has jurisdiction over or administers 
a defense production facility. 

(c) “Defense production facility” means property (i) the title to which is in 
the Federal Government or which by reason of its use by the Federal Govern- 
ment is not subject to taxes of general application levied by local taxing units, 
and (ii) which is acquired, owned, or used for industrial or commercial purposes 
connected with national defense: Provided, however, That the term “defense 
production facility,” as used in this Act, shall not include property owned or 
used by the Atomic Energy Commission for purposes of the Atomic Energy Act 
of 1946, as amended, and materials acquired, owned, or used by the Federal Gov- 
ernment for the strategie and critical stockpile: And provided further, That a 
defense production facility declared excess or surplus or held for disposition 
shall remain within this category for purposes of this Act until it is either 
disposed of by the Federal Government or is used otherwise than for industrial 
or commercial purposes connected with national defense. 

(d) “National defense” means the operations or activities of the Armed 
Forces or any other Government department or agency directly or indirectly and 
substantially concerned with the national defense, or operations or activities 
in connection with the Mutual Defense Assistance Act of 1949, as amended. 

(e) “Property” shall include land ; structures and other improvements to land, 
whether affixed or movable; machinery, raw materials, goods in process, articles, 
commodities, inventories, products, supplies, and components; and leaseholds or 
other substantial rights to the use or disposition of any of these. 
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(f) “Industrial or commercial” refer to activities involving primarily, or to 
properties the ownership or use of which involves primarily, the processes of 
mining, manufacture, fabrication, repair, generation of electrical energy, trans- 
portation, or any similar process, including storage within or on such property, or 
the sale or resale, rent, or lease of commodities or the sale of services, including 
storage within or on such property. 

(g) “Acquire” means to vest title in the Federal Government by purchase, ex- 
change, condemnation, donation, devise, revestment, or bequest. 

(h) “State” and “States” means the several States of the United States of 
America. 

(i) “Local government” or “local taxing unit” means any county, city, munici- 
pality, or other political subdivision or public entity of any State having authority 
under State laws to levy and collect taxes upon real or tangible personal property. 

(j) Unless the context indicates otherwise, “tax” means a levy of general appli- 
eation upon property according to value, and “taxation” means the imposition of 
such a tax. 

(k) “Tax year” means the year beginning with the tax assessment date or tax 
lien date, whichever establishes tax liability in the jurisdiction concerned. In 
the event an assessment period is used by the taxing jurisdiction and no single 
assessment date or lien date fixing tax liability is determinable with respect to 
the property, then the first day of the assessment period shall be the beginning of 
the tax year. 

(1) “Average effective tax rate” means the average nominal tax rate adjusted 
to reflect the current average relationship of assessed value to fair value of 
property. 


CONSENT TO STATE AND LOCAL TAXATION 


Sec. 4. (a) Consent is hereby granted to State and local governments to tax 
any defense production facility acquired since June 30, 1950, in order to protect 
the financial interest of the Federal Government in connection with loans or 
contracts of insurance or guaranty or contracts for procurement for national 
defense, while held pending disposition or until put to permanent use by the 
Federal Government. If such property is put to permanent use as a defense 
production facility by the Federal Government, the classification of the property 
as specified in this Act shall thenceforth be controlling as to any payments with 
respect to such property. 

(b) Consent is hereby granted to State and local governments to tax to the 
Federal Government the Federal interest in any defense production facility 
which has been or herafter is leased or sold by conditional sale to taxable persons 
and is not otherwise subject to State or local taxation. 

(ec) Consent is hereby granted to State and local governments to tax— 

(1) any defense production facility which in any tax year which began 
after June 30, 1950, was subject to State or local taxation under the provi- 
sions of any other Federal statute and is not subject to taxation under sub- 
section (a) or (b) hereof; and 

(2) any defense production facility which is subject to State or local tax- 
ation subsequent to the effective date of this Act but which, though still a 
defense production facility, would, in the absence of this consent, be with- 
drawn from such taxation by reason of a transfer of its ownership, use, or 
administration from one Federal agency to another. 

(ad) Property under this section may be taxed to the same extent and in the 
same manner according to its value as if it were privately owned, and any such 
tax shall be based upon an assessed valuation which does not represent a larger 
percentage of true value than is used by assessing authorities in valuing property 
generally for tax purposes within the taxing jurisdiction. Any special tax treat- 
ment accorded to other similar property shall be applied to property of the 
Federal Government. The Federal Government shall not be subject to penalties 
or penalty interest nor shall its property be subject to any lien, foreclosure, or 
other proceedings because of nonpayment or failure to make timely payment of 
taxes; nor shall subsequent owners be liable therefor: Provided, however, That 
this shall not preclude the payment of penalties or penalty interest when the 
Federal owning agency determines that such payment is in the interest of the 
Federal Government. 
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PAYMENTS ON TAX-EXEMPT PROPERTIES 


Sec. 5. (a) Payments to State or local governments under this section are 
hereby authorized on account of defense production facilities not subject to tax- 
ation under section 4 of this Act. The provisions of this section shall not apply 
to— 

(1) any defense production facility acquired or constructed by the Fed- 
eral Government prior to July 1, 1950; and 

(2) any defense production facility which under private ownership would 
be exempt from taxation under the constitution or laws of the State of 
location. 

(b) State or local governments shall be eligible for annual payments on prop- 
erty subject to the provisions of this section, but no payment shall be made to a 
State or local government which does not provide its services to a defense pro- 
duction facility or to residents thereof or workers employed therein and their 
families upon the same terms as are accorded to other properties, residents, or 
persons, unless the provision of such services is deemed by the Federal owning 
agency not to be necessary or desirable. The amount of any such payment to a 
State or local government under the provisions of this section shall be determined 
by each Federal owning agency in accordance with rules and regulations pro- 
mulgated under section 6 of this Act. Any such rules and regulations shall 
require consideration of the following factors to the extent that each is pertinent 
and shall specify or recommend the relative weights to be given them: 

(1) The average amount of taxes, if any, charged annually against the prop- 
erty for the last two years in which it was in taxable ownership, but considera- 
tion of this factor may be omitted in the case of property owned by the Federal 
Government for more than five years immediately preceding the tax year to 
which the application for payment relates. 

(2) The current tax equivalent which would be payable on account of the 
property, excluding improvements to real property made by the Federal Gov- 
ernment after acquisition (covered in paragraph 3 hereof), as determined by 
applying the average effective tax rate currently applicable to real and tangible 
personal property in the same jurisdiction to the current fair value of the prop- 
erty as estimated by the owning agency, but the average effective tax rate and 
the value of the property need not be determined oftener than once in five 
yeare. 

(3) In the case of real property improved by the Federal Government after 
acquisition, the amount determined by applying the average effective tax rate 
currently applicable to real property in the same jurisdiction to the value of im- 
provements made by the Federal Government after acquisition, as estimated by 
the owning agency: Provided, That where improvements made on or after July 
1, 1950, are in the nature of partial or total replacements of improvements made 
by the Federal Government prior to that date, only the excess value of the new 
improvements over the value of previously exempted improvements, determined 
as of the date of replacement, shall be taken into consideration for purposes of 
this paragraph. 

(4) The extent, if any, to which the property is in the control or custody 
of or is used by a private operator, contractor, agent, or person. 

(5) The additional expenditures, if any, by the applicant State or local gov- 
ernment necessary for providing services to the defense production facility and 
any residents thereof or workers employed therein and their families. 

(6) The provision by the Federal Government of (i) any services which ordi- 
narily would be provided by the applicant State or local government, as meas- 
ured by the unit cost to the applicant State or local government for rendering 
like services, or (ii) financial assistance under the provisions of the Act of 
September 23, 1950 (64 Stat. 967; 20 U. S. C. 251-280), as amended, or the Act 
of September 30, 1950 (64 Stat. 1100; 20 U. S. C. 236-244), as amended, or the 
Defense Housing and Community Facilities and Services Act of 1951 (65 Stat. 
293 ; 42 U. S. C. 1591-1593e), as amended. 

(7) Any other facts relevant to a fair determination in accordance with the 
policies and principles of this Act. 

(c) This section shall not extend, in the case of the Tennessee Valley Au- 
thority, to power properties (including the portion of multipurpose properties 
allocated to power purposes) which are owned by or in the custody of the Au- 
thority. Payments, if any, which may be required hereunder on acedrnt of 
nonpower properties covered by the definition of “defense production facilities” 
shall be in addition to payments required by section 13 of the Tennessee Valley 
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Authority Act of 1933 (May 18, 1933; ch. 32, 48 Stat. 66), as amended (16 
U.S. C. 831 (1) ). 

(d) Any State or local government, directly or through the officer adminis- 
tering its tax on real property, may submit to Federal owning agencies, in 
accordance with the rules and regulations issued under this title, applications 
for payments under this section with respect to defense production facilities 
located within the geographic boundaries of such government. 

(e) A Federal owning agency shall not make any payment under the provi- 
sions of this section for any tax year unless an application has been filed with 
it by or on behalf of the State or local government not later than sixty days after 
the beginning of each tax year to which the payments relate: Provided, however, 
That during a period of six months after the effective date of this Act applica- 
tions shall be accepted for payments relating to the first tax year which begins 
after June 30, 1953. 

(f) Each Federal owning agency shall, upon application made by or on behaif 
of any State or local government, determine the amount, if any, which is payable 
in accordance with the provisions of this section. The Federal owning agencies 
shall make their determinations and payments with respect to such applications 
not later than the eighth month of the tax year to which the payments apply, 
unless a later date is fixed by law for the payment of taxes levied by the State or 
local government, in which event the Federal owning agency shall make its 
determination and payment not later than that date: Provided, however, That 
with respect to applications relating to the first tax year which begins after 
June 30, 1953, the determinations and payments shall be made within six months 
of the receipt of the respective applications. The determination by the Federal 
owning agency shall be final unless appealed as provided in section 6. Payment 
shall be made by such owning agency to the officer authorized by law to collect 
taxes on real property for such government or to such other officer or agency as 
may be specified in the application ; and any such payments shall be for the use of 
the applicant government. Nothing in this Act shall be construed as limiting the 
authority of any State with respect to its local governments. 


GENERAL PROVISIONS 


Sec. 6. (a) For the purpose of promoting the policies and purposes of this Act 
through a uniform interpretation and application of its provisions with respect 
to each Federal owning agency, duties of general supervision and coordination 
are hereby assigned to the Director of the Office of Defense Mobilization (here- 
inafter referred to as the “Director’). In carrying out his functions under this 
Act, the Director— 

(1) shall promulgate any necessary regulations and rules to govern the 
performance of the functions vested in the owning agencies by this Act; 

(2) shall prescribe forms for original and renewal applications to be filed 
by State or local governments in requesting payments under section 5; 

(3) shall prescribe reports to be made to the Director by the Federal 
owning agencies with respect to property under their jurisdiction and the 
determinations and payments made by them under this Act; 

(4) shall provide for the handling of appeals in accordance with subsec- 
tion (d) hereof ; 

(5) may review the determinations of the owning agencies with respect 
to the classification of their properties and the amount of payments thereon 
under this Act insofar as he deems necessary, and may consult with and 
advise the owning agencies with the object of promoting uniformity in the 
application of the provisions of this Act ; and 

(6) may make investigations of the problems involved in the administra- 
tion of this Act and the manner in which it is administered by the owning 
agencies, and arrange with other agencies to obtain basic data to aid in the 
administration of this Act. 

(b) The Director shall submit annually to the President a report on the 
applications received and payments made under this Act to State and local 
governments, together with such supporting data as will assist in interpreting 
and appraising the operation of the Act. Not later than three years after the 
effective date of this Act, the Director shall submit to the President for trans- 
mittal to the Congress a report on operations under this Act and such other 
data, information, and recommendations as may be pertinent to future legis- 
lation. 


aba. tts iecitiieahea incall 


ie a aml i 





| 
| 
| 


a 


Saat ep al aE 


is met ae PL 





; 
; 


PAYMENTS TO STATE OR LOCAL TAXING UNITS 9 


(c) Each Federal owning agency shall carry out the rules and regulations 
promulgated by the Director, and may issue such orders and interpretations 
as may be desirable to carry out the policies, procedures, and standards prescribed 
in this Act or in any rules or regulations promulgated by the Director. 

(d) In order to assure uniform and equitable administration of this Act and 
the rules and regulations issued thereunder, the Director shall constitute from 
among the personnel of the Office of Defense Mobilization a board of three per- 
sons to hear and decide appeals from determinations of owning agencies on 
applications for payments under section 5. The Director shall provide in his 
regulations the rules to govern the taking and hearing of appeals and the time 
and method of payment, if any, in such cases. The decision of the board with 
respect to an appeal shall, unless set aside or modified by the Director within 
thirty days, be final and binding on the owning agency and the appellant. 

(e) Whether any particular property falls within the classification of a 
defense production facility for purposes of this Act and whether it shall be 
subject to the provisions of section 4 or section 5 of this Act shall ordinarily be 
determined by the ownership of the property and the use to which it is put on 
the first day of the tax year of the State or local government concerned. Any 
such determination and any payment under this Act shall be made by the 
Federal agency which, on the first day of the tax year, has jurisdiction over 
or administers the property for which the determination or payment is required. 

(f) Funds and appropriations available to the owning agency for the activities 
for which the property is held or used shall be available for payments under this 
Act. Such payments shall be made prior to audit and settlement by the General 
Accounting Office and shall be charged only to funds or appropriations current 
at the time the tax year begins or, in the case of payments during the first 
twelve months after the effective date of this Act, from funds or appropriations 
current at the time the payment is made. Refunds of overpayments shall be 
credited to the fund or appropriation from which payment was made, if it is 
unexpired ; otherwise, to miscellaneous receipts of the Treasury. To the extent 
practicable, in lieu of obtaining refunds, any overpayment may be offset against 
any payment on the same property for a subsequent year, but in such event, 
if the refund would otherwise be payable into misceilaneous receipts, the 
current fund or appropriation shall be charged and miscellaneous receipts 
credited with the amount so offset. 

(g) There are hereby authorized to be appropriated such sums as may be 
necessary to enable the Director and the Federal owning agencies to carry 
out the provisions of this Act. 

(h) All funetions performed under this Act shall be exempt from the opera- 
tion of the Administrative Procedure Act of June 11, 1946 (ch. 324, 60 Stat. 237), 
as amended (5 U. 8S. C. 1001-1011), except as to the requirements of section 3 
of such Act (60 Stat. 238; 5 U. 8. C. 1002). 


EFFECT ON OTHER LAWS 


Sec. 7. Insofar as the provisions of any other law are inconsistent with the 
provisions of this Act, the provisions of this Act shall be controlling. 


SEPARABILITY 
Sec. 8. If any provision of this Act, or the application thereof to any person or 
circumstance, is held invalid, the remainder of this Act, and the application of 
such provision to other persons or circumstances, shall not be affected thereby. 


EFFECTIVE DATB 


Sec. 9. This Act shall become effective on the date of its enactment. 
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[S. 888, 84th Cong., Ist sess.] * 


A BILL To make temporary provision for the paymest of taxes, or the making of payments 
in lieu of taxes, with respect to certain real estate held by Government corporations, or 
transferred by them to other Government agencies, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Govern- 
ment Corporation Real Property Tax Adjustment Act of 1955.” 


DECLARATION OF POLICY 


Sec. 2. The Congress recognizes that the transfer of real property having a 
taxable status from a Government corporation to another Government agency 
often operates to remove such property from the tax rolls of local taxing authori- 
ties, thereby creating an undue and unexpected burden upon such local taxing 
authorities and causing disruption of their operations. It is the purpose of this 
Act to furnish temporary measures for the relief of such local taxing authori- 
ties by providing for (1) the taxation of real property transferred on or after 
June 22, 1948, by Government corporations to other agencies of the Federal Gov- 
ernment while such property is held under lease from such agencies by nongov- 
ernmental individuals and organizations, (2) the taxation of real property held 
by Government corporations created after the effective date of this Act, and (3) 
the making of payments in lieu of taxes with respect to certain real property 
transferred on or after June 22, 1948, by Government corporations to other de- 
partments and agencies of the Federal Government while such property is in the 
custody of those departments and agencies. 


DEFINITIONS 


Sec. 3. As used in this Act— 

(a) The term “State” means each of the several States of the United States 
and the Territories of Alaska and Hawaii. 

(b) The term “real property” means (1) any interest in land and (2) any 
improvement made thereon prior to transfer thereof by any Government corpo- 
ration to any Government department, if such improvement for the purpose of 
taxation is characterized as real property by the law of the State in which such 
land is situated. 

(c) The term “local taxing authority” means any State, county, or municipal- 
ity, and any subdivision of any State, county, or municipality, which is author- 
ized by the law of such State to levy and collect taxes upon real property. 

(d) The term “real property tax” shall not include any special assessment 
levied upon real property after the date of its transfer by any Government 
corporation to any Government department. 

(e) The term “Government corporation” means any wholly owned or mixed- 
ownership Government corporation named in the Government Corporation Con- 
trol Act, as amended (31 U. 8. C. 846, 856), and any other corporation owned 
or controlled by the United States or any Government department if such corpo- 
ration is incorporated, after the effective date of this Act, by or pursuant to any 
Act of Congress. 

(f) The term “Government department” means any department, agency, or 
instrumentality of the United States, including any Government corporation. 

(g) The term “person” means any individual, partnership, private corporation, 
or other entity, but dees not include any Government department or any entity 
exempted by law from the payment of real property tax. 

(h) The term “transfer” means the transfer of (1) legal title to any real 
property, or (2) custody and control, or accountability for the care and handling, 
of any real property. 


PROPERTY HELD BY GOVERNMENT CORPORATIONS 


Sec. 4. Unless otherwise specifically provided by law, all real propety owned 
by any Government corporation incorporated on or after the effective date of 
this Act shall be subject to real property taxes levied by local taxing authorities 
to the same extent according to its value as other real property situated within 
the territorial jurisdiction of such authorities. 


“See supra, note 1. 
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PROPERTY TRANSFERRED BY GOVERNMENT CORPORATIONS 


Sec. 5. (a) When real property of any Government corporation subject to real 
property tax levied by any local taxing authority has been transferred on or after 
June 22, 1948, to any Government department, and such department (or any other 
department to which such property subsequently has been transferred) has 
executed a lease under which custody or control of such property has passed 
to any other person, such property for the duration of such lease shall be subject 
to real property taxes levied by such local taxing authority to the same extent 
according to its value as other real property situated within the terriorial juris- 
diction of such authority. 

(b) When real property of any Government corporation subject to real prop- 
erty tax levied by any local taxing authority has been transferred on or after 
June 22, 1948, to any Government department, such department (and any other 
department to which such property subsequently has been transferred) shall, 
for the period of its custody and control thereof, or its accountability therefor, 
for which no payment is authorized under subsection (a), pay annually to such 
local taxing authority a sum equal to (1) the amount of the real property tax 
which would be payable to such authority on account of such property if during 
such period legal title thereto had been held by any other person, reduced by (2) 
the aggregate amount determined by the head of such department to be a fair 
and just deduction (A) for benefits to such local taxing authority arising out of 
operations of any Government corporation or department with respect to such 
real property (including payment of any portion of the revenue derived from 
the use or products of such real property), and (B) for the cost to any Govern- 
ment corporation or department of furnishing services with respect to such real 
property which normally are furnished by local taxing authorities. 


LIMITATIONS 


Sec. 6. (a) The failure of Government corporation or department to make, or 
to make timely payment of, any payment authorized by this Act shall not 
subject— 

(1) any Government corporation or department, or any person who is a 
subsequent purchaser of any real property from any such corporation or 
department, to the payment of any penalty or penalty interest, or to any 
payment in lieu of any penalty or penalty interest ; or 

(2) any real estate or other property or property right to any lien, attach- 
ment, foreclosure, garnishment, or other legal proceeding. 

(b) No payment shall be made under section 5 of this Act with respect to any 
real property of any of the following categories: 

(1) Real property taxable by any local taxing authority under any other 
provision of law, or with respect to which any payment in lieu of taxes is pay- 
able under any other provision of law. 

(2) Real property used.or held primarily for any purpose for which property 
owned by any private person would be exempt from real property taxation under 
the constitution or laws of the State in which the property is situated. 

(3) Real property used or held primarily for the rendition of service to or on 
behalf of the local public, including (but not limited to) the following categories 
of property: Defense installations ; courthouses; post offices and other property 
used for purposes incidental to postal operations; and federally owned airports 
maintained and operated by the Civil Aeronautic Administration. 

(4) Office buildings and facilities which are an integral part of, or are used 
for purposes incidental to the use made of, any properties described in para- 
graph (1), (2), or (3), of this subsection. 

(c) Nothing contained in this Act shall establish any liability of any Govern- 
ment corporation or department for the payment of any tax, or for any payment 
in lieu of taxes, with respect to any real property for any period after December 
31, 1957. 


EFFECTIVE DATE 


Sec, 7. This Act shall take effect as of January 1, 1955. 
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[S. 1566, 84th Cong., 1st sess.] 


A BILL Establishing a general policy and procedures with respect to payments to State 
and local governments on account of Federal real property and tangible personal property, 
and for other purposes 
Be it enacted by the Senate and House of Represenatives of the United States 

of America in Congress assembled, That this Act may be cited as the “Act for 

Payments to State and Local Governments on Federal Real Property.” 


TABLE OF CONTENTS 
Sec. 1. Short title. 
Sec. 2. Declaration of policy. 
Sec. 3. Definitions. 


TITLE I—PAYMENTS ON TAX-EXEMPT PROPERTIES 


Sec. 101. Payments on certain properties serving national interests. 
Sec. 102. Payments on housing properties. 
Sec. 108. Exemptions. 
Sec. 104. Transition payments. 
TITLE II—CONSENT TO STATE AND LOCAL TAXATION 


Sec. 201. Taxation of property acquired in connection with loans or contracts of insurance 
or guaranty. _ 
Sec. 202. Taxation of property under lease or conditional-sale contracts. 


TiTLe III—CONSENT TO SPECIAL ASSESSMENTS 
Sec. 301. Property subject to special assessments. 


TITLE IV—PAYMENTS TO LOCAL GOVERNMENTS NOT OTHHERWISE COMPENSATED FOR 
SUBSTANTIAL FINANCIAL BURDENS 


Sec. 401. Authority to establish supplementary system of payments. 
TITLE V—GENERAL PROVISIONS 


Sec. 501. Commission for payments to State and local governments on Federal real property. 
Sec. 502. Advisory committee. 

Sec. 503. Applications for payments. 

Sec. 504. Determination and method of payment. 

Sec. 505. Applicability. 

Sec. 506. Authorization for appropriations. 

Sec. 507. Exemption from Administrative Procedure Act. 

Sec. 508. Repeal and savings provisions. 

Sec. 509, Separability. 

Sec. 510. Effective date. 


DECLARATION OF POLICY 


Sec. 2. (a) Although the Federal Government is under no constitutional obli- 
gation to pay taxes or to contribute to the States or local governments any sums 
in lieu of taxes on account of property owned by the Federal Government, the 
Congress declares that it is the policy of the United States to avoid insofar as 
feasible the impairment of the finances of State and local governments through 
the acquisition of real or certain tangible personal property by the Federal Gov- 
ernment or through requirements for State or local governmental services arising 
directly from Federal ownership or use of real or certain tangible personal 
property. Officials and employees of the Federal Government, in administering 
this Act, shall be guided by the general objective of avoiding, insofar as feasible, 
inequities between the taxpayers of particular State and local governments on 
the one hand and the taxpayers of the Federal Government on the other hand in 
the distribution of tax burdens and governmental costs associated with the own- 
ership or use of property by the Federal Government. 

(b) The Congress declares further that, in consideration of the general system 
of payments herein provided, State and local governments will be expected, when 
requested, to make available public services for Federal Government properties 
and the residents thereon upon the same terms as are accorded to other proper- 
ties or residents. 

DEFINITIONS 

Sec. 3. As used in this Act-—— 

(a) “Federal” or “Federal Government” means the United States of America 
and the Government thereof, including all its departments, agencies, boards, and 
commissions and all corporations subject now or hereafter to the provisions of 
title I of the Government Corporation Control Act (December 6, 1945; ch. 557, 
59 Stat. 597; 31 U. S. C. 846-852). 
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(b) “Federal agency”, “owning agency”, or “Federal owning agency” means 
any part of the Federal Government which has jurisdiction over or administers 
Federal real or tangible personal property. 

(c) “Federal property” or “Federal properties” means only Federal real prop- 
erty and Federal tangible personal property as detined herein. 

(d) “Federal real property” means real property the title to which is in the 
Federal Government and real property held in trust for individuals or groups of 
individuals by the Federal Government which, by reason of such trusteeship, is 
not subject to taxation by States and local governments. “Federal real prop 
erty”, however, shall not include— 

(1) subsurface mineral rights if title to the surface rights of the land is 
not also held by the Federal Government ; 
(2) low-rent housing projects acquired or held under— 

(A) section 202 (d) of the National Industrial Recovery Act of 1933, 
as amended (ch. 90, title II, 48 Stat. 201; 40 U. S. C. 402 (d)); 

(B) the Emergency Relief Appropriation Act of 1935 (April 8, 1935; 
ch. 48, 49 Stat. 115) ; 

(C) the United States Housing Act of 1987 (September 1, 1937; ch. 
896, 50 Stat. 888), as amended and supplemented by the Housing Act 
of 1949 (July 15, 1949; ch. 338, 63 Stat. 413; 42 U. S. C. 1401-1433) ; 

(D) title II of the Act of June 28, 1940 (ch. 440, 54 Stat. 681), as 
amended October 26, 1942 (ch. 626, 56 Stat. 988; 42 U. S. C. 1501-1504), 
other than any project for the period during which such project is found 
by the President to be needed to house persons engaged in national 
defense activities ; nor 

(3) public-domain lands. As used herein the term “public-domain lands” 
means lands acquired from the Thirteen Original States or another country 
by cession, purchase, or treaty during the period from 1781 to 1867 and which 
never left Federal ownership ; lands which have been made subject to public- 
land laws by statute; lands in Federal ownership which were obtained by 
the Government in exchange for such lands or for timber on such lands; 
lands which have reverted to Federal ownership through operation of public- 
land laws; or lands transferred for administration under public-land laws. 
As used herein, “public-domain lands” do not, however, include lands with- 
drawn under Act of Congress or under the powers of the President from 
the operation of the public-land laws for use by a Federal agency to carry 
out an activity or responsibility of that agency other than the administration, 
management, and protection of the public-domain lands, or the resources on 
such lands. 

(e) “Federal tangible personal property’? means tangible personal property 
the title to which is in the Federal Government; but “Federal tangible personal 
property” shall include only that tangible personal property owned by the 
Federal Government which, by reason of its attachment to real property, has 
a fixed location. 

(f) “Acquire” means to vest title in the Federal Government by purchase, ex- 
change, condemnation, donation, devise, revestment, or bequest. 

(zg) “Industrial” refers to activities involving primarily, or to properties the 
ownership or use of which involves primarily, the processes of mining, manu- 
facture, fabrication, repair, generation of electrical energy, transportation, stor- 
age, or any similar process of a type commonly carried on by private enterprise. 

(h) “Commercial” refers to activities involving primarily, or to properties 
the ownership or use of which involves primarily, the sale or resale, rent, or 
lease of commodities or the sale of services when the commodities or services are 
of a type commonly provided by private enterprise. 

(i) “State” and “States” means the several States and Territories of the 
United States of America. 

(j) “Local government” means any county, city, municipality, or other politi- 
eal subdivision or public entity of any State having authority under State laws 
to levy and collect taxes upon real or tangible personal property or to levy and 
collect special assessments upon real property. 

(k) “Person” means an individual, partnership, corporation, association, or 
public or private organization of any character other than a Federal agency. 

(1) Exeept in title IV, “tax” means a levy according to value upon real 
property or tangible personal property. For purposes of title IV, “tax” shall 
not be limited to a levy on real property or tangible personal property. — 

(m) “Tax year” means the year beginning with the tax assessment date or 
tax lien date, whichever establishes tax liability in the jurisdiction concerned. 
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In the event an assessment period is used by the taxing jurisdiction and no 
single assessment date or lien date fixing tax liability is determinable with 
respect to the property, then the first day of the assessment period shall be the 
beginning of the tax year. 

(n) “Average effective tax rate” means the average nominal tax rate adjusted 
to reflect the current average relationship of assessed value to fair value prop- 
erty. 

(o) “Commission” means the Commission established by subsection 501 (a) 
af this Act. 

TirLeE I—PAYMENTS ON TAx-EXEMPT PROPERTIES 


PAYMENTS ON CERTAIN PROPERTIES SERVING NATIONAL INTERESTS 


Sec. 101. (a) Payments to State or local governments under this section are 
hereby authorized on account of Federal property used or held for activities 
which serve primarily national or broad regional interests and which activities 
do not serve primarily the local public. The provisions of this section shall 
not apply to— 

(1) any property subject to the provisions of section 102, section 103, 
or title II of this Act except as provided in subsection 101 (c) herein; 

(2) any property acquired or constructed by the Federal Government 
prior to January 1, 19—, unless the Federal Government, on or after Jan- 
uary 1, 19—, has made payments to the applicant State or local govern- 
ment of taxes or in lieu of taxes on such property or of any portion of the 
revenue derived from such property or from its use or products; and 

(3) any real property (other than improvements constructed by the 
Federal Government on or after January 1, 19—) which has never been sub- 
ject to taxes imposed by the applicant State or local government, unless the 
Federal Government, on or after January 1, 19—, has made payments to the 
applicant State or local government in lieu of taxes on such property or of 
any portion of the revenue derived from such property or from its use 
or products, or unless the applicant government came into existence, through 
incorporation or otherwise, after the effective date of this Act. 

Nothing in this section, except as provided in subsection (e), shall be construed 
as altering the provisions of Federal statutes listed in subsection 508 (a) (2) 
of this Act which require or authorize the Federal Government to make payments 
to State or local governments. As long as any Federal property continues to be 
devoted to the use or uses for which payments are required or authorized under 
any such Federal statute, the property shall not be subject to the provisions of 
this section other than as provided in subsection (e). 

(b) State or local governments shall be eligible for annual payments on prop- 
erty subject to the provisions of this section, but no payment shall be made to a 
State or local government which does not provide its services to Federal prop- 
erties or to residents thereon upon the same terms as are accorded to other prop- 
erties or residents, unless the provision of such services is deemed by the Federal 
owning agency not to be necessary or desirable. The amount of any such pay- 
ment to a State or local government under the provisions of this section shall be 
determined by each Federal owning agency in accordance with rules and regula- 
tions promulgated under section 501 of this Act. Any rules and regulations pro- 
mulgated by the Commission shall require consideration of the following factors 
to the extent that each is pertinent and shall specify or recommend the relative 
weights to be given them: 

(1) The average amount of taxes, if any, charged annually against the 
property for the last two years in which is was in taxable ownership and also 
the tax delinquency, if any, of such property for the same two years, but con- 
sideration of these facts may be omitted in the case of property owned by the 
Federal Government for more than five years immediately preceding the tax 
year to which the application for payment relates. 

(2) The average amount of the last two annual payments, if any, under 
the provisions of any statute or agreement authorized by any statute, pre- 
viously applicable, which authorized the United States or any agency or 
instrumentality thereof to make payments in lieu of taxes thereon or to pay 
any portion of the revenue derived therefrom or from its use or products, 
but this factor may be omitted in the case of Federal property which has not 
been subject to the provisions of any such statute within five years imme- 
diately preceding the tax year to which the application for payment relates. 


waste: 








ra cvcihabiinniinaee & 


et 


See EERE S A ts RS tN A 


or 


PAYMENTS TO STATE OR LOCAL TAXING UNITS l 


(3) The current tax equivalent which would be payable on account of 
the property, excluding improvements made and tangible personal property 
added by the Federal Government after acquisition of the property, as deter- 
mined by applying the average effective tax rate currently applicable to real 
and tangible personal property in the same jurisdiction to the current fair 
value of the property as estimated by the owning agency, but the average 
effective tax rate and the value of the property need not be determined 
oftener than once in five years. 

(4) In the case of any commercial or industrial property, the amount 
determined by applying the average effective tax rate currently applicable 
to real and tangible personal property in the same jurisdiction to the value 
of improvements made to such property and of tangible personal property 
added to such property by the Federal Government, as estimated by the 
owning agency: Provided, That for the purposes of this paragraph this 
amount shall in no case exceed ten times the current tax-equivalent deter- 
mined on account of the same property under paragraph (3) of this sub- 
section: Provided further, That where improvements made and tangible 
personal property added on or after January 1, 19—, are in the nature of 
partial or total replacements of improvements made and tangible personal 
property added by the Federal Government prior to that date, only the excess 
value of the new improvements and tangible personal property over the 
value of previously exempted improvements and tangible personal property, 
determined as of the date of replacement, shall be taken into consideration 
for purposes of this paragraph. Subject to this paragraph are proper- 
ties or the portions thereof used on a nonexperimental basis for (A) 
the production and processing of minerals, or for manufacturing munitions, 
ships, aircrafts, and other vehicles and commodities; (B) repairing ships, 
aircraft, and other vehicles and commodities; (C) providing transportation 
and storage services; and (D) the generation, transmission, or distribution 
of electric power for sale to any person, or for delivery or sale to any Fed- 
eral agency for resale to any person: Provided, however, That this para- 
graph shall not apply to properties of the Atomic Energy Commission other 
than those used or held for commercial activities, to navigation dams or 
the navigation portion of multiple-purpose dams, or to any Federal property 
on which commercial or industrial activities are carried on only occasionally 
or as a minor incident of activities which are not commercial or industrial. 

(5) The additional expenditures, if any, by the applicant State or local 
government necessary for providing services to the Federal Government or to 
the residents on the Federal property. 

(6) The provision by the Federal Government of any services ordinarily 
provided by the applicant State or local government as measured by the 
unit: eost to the applicant State or local government for rendering like 
services. 

(7) Any other facts relevant to a fair determination in accordance with 
the policies and principles of this Act. 

(c) In the case of any property which prior to the effective date of this Act 
was subject to State or local taxation under the provisions of any statute or por 
tion thereof repealed by this Act, and is not subject to taxation under title II 
of this Act as property acquired in connection with loans or contracts of insur- 
ance or guaranty, or as property under lease or conditional-sale contracts, tax- 
payments under the provisions of subsection 201 (b) of this Act may be substi- 
tuted for any payments provided in subsection (b) of this section if it is deter- 
mined by the owning agency and concurred in by the Commission that the policy 
of this Act will be better served thereby. 

(d) This section shall not extend, in the case of the Tennesse Valley Authority, 
to power properties (including the portion of multipurpose properties allocated 
to power purposes) which are owned by or in the custody of the Authority. The 
Authority shall continue to make payments to States and local governments 
on account of its power properties and as a charge against its power operations 
in accordance with section 13 of the Tennessee Valley Authority Act of 1933 
(May 18, 1933; ch. 32, 48, Stat. 66), as amended by section 39 of the Act of June 
26, 1940 (ch. 432, 54 Stat. 626; 16 U. S. ©. 831 (1)), and payments which may be 
required hereunder on account of nonpower properties shall be in addition to 
the et required by section 13 of the Tennessee Valley Authority Act, as 
amended. 

(e) Any Pp Anise under this section to the State or local governments of 
Arizona and Nevada in connection with those properties which are included in 
the “project” as defined in the Boulder Canyon Project Adjustment Act (July 19, 
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1940: ch. 648, 54 Stat. 775: 43 U. S. C. 618), shall be deducted from the amount 
otherwise payable to each of these States under subsection 2 (c) of that Act. 


PAYMENTS ON HOUSING PROPERTIES 


Sec. 102. (a) Payments to State and local governments in lieu of taxes on 
the following real properties owned by the Federal Government for certain 
housing purposes (including housing contructed under the following laws trans- 
ferred to Federal agencies other than the Housing and Home Finance Agency) 
are hereby authorized : 

(1) Resettlement and rehabilitation projects constructed under 

(A) the National Industrial Recovery Act of 1933 (June 16, 1933; 
ch. 90, title II, sec. 208, 48 Stat. 405; 40 U. S. C. 408) ; and 

(B) the Emergency Relief Appropriation Act of 1935 (April 8, 1985; 
ch. 48; 49 Stat. 115) ; and 

(2) Housing under— 

(A) the Second Supplemental National Defense Appropriation Act of 
1941 (September 9, 1940; ch. 717, 54 Stat. 872) ; 

(B) the National Defense Housing Act of 1940 (October 14, 1940; 
ch, 861, 54 Stat. 1125), as amended (42 U. S. C. 1521 and the following) ; 

(C) the Urgent Defiency Appropriation Act of 1941 (March 1, 1941; 
ch. 9, 55 Stat. 14) ; 

(D) the Additional Urgent Deficiency Appropriation Act of 1941 
(May 24, 1941; ch. 132, 55 Stat. 198) ; 

(E) the Third Supplemental National Defense Appropriation Act of 
1942 (December 17, 1941; ch. 591, 55 Stat. 810); and 

(F) title II of the Act of June 28, 1940 (ch. 440, 54 Stat. 681), as 
amended October 26, 1942 (ch. 626, 56 Stat. 988; 42 U. 8S. C. 1521-1524), 
during the period that such housing is found by the President to be 
needed to house persons engaged in national defense activities. 

(b) Annual payments shall be made to any applicant State or local govern- 
ment on account of real property included under this section. Such payments 
shall approximate the taxes that would be paid to the applicant government 
upon such property if it were not exempt from taxation, subject to deductions 
to allow for the provision by the Federal Government of any services ordinarily 
provided by the State or local government. The amount of any such deduction 
shall be based upon the unit cost to the State or local government for rendering 
like services. 





EXEMPTIONS 


Sec. 103. The following Federal properties, including sites and improvements, 
shall be exempt from any payments under this title except as provided in section 
104 of this Act: 

(a) Any property used or held primarily for purposes for which .preperty 
under private ownership would be exempt from taxation under the constitution 
or laws of the State of location. 

(b) Any property used or held primarily for services to the local public, in- 
cluding but not limited to the following types of properties: Courthouses; post 
offices and property incidental to local postal operations; weather stations and 
observation posts; assay offices; local irrigation projects; sanitation projects; 
federally owned airports maintained and operated by the Civil Aeronautics Ad- 
ministration; and any property used for experimental, testing, or research pur- 
poses, such as a pilot plant, experimental farm, testing station, or laboratory, 
if the activities associated therewith serve primarily the local public. 

(ce) Any property used or held for land-utilization projects, the national for- 
ests, national parks and monuments and related activities, and fish and wildlife 
refuges. 

(d) Office buildings other than those which are incidental to or an integral 
part of the properties classified under the preceding sections of this title and 
under title II of this Act, prisons, reformatories, detention farms, hospitals, 
dispensaries, out-patient clinics, homes for the aged, sanitaria, quarantine sta- 
tions, cemeteries, Coast Guard aids to navigation, Civil Aeronautics Administra- 
tion aids to air navigation, beacons, facilities used in the police and regulatory 
functions of the Federal Government other than those which are incidental to 
or an integral part of the properties classified under the preceding sections of 
this title and under title II of this Act, and any Federal tangible personal prop- 
erty used primarily in connection with Federal real property that is not subject 
to payments under this title. 
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TRANSITION PAYMENTS 


Sec. 104. (a) Transition payments under this section shall be made upon prop- 
erties classified under subsections (c) and (d) of section 103 of this Act, if, on 
or after January 1, 19—, such properties have been acquired by the Federal 
Government and thereby removed from taxable ownership, or if such properties 
have since that date, and while in Federal ownership, been subject to payment 
of taxes, payments in lieu of taxes, or payments of any portion of the revenue 
derived from the use or products of such property to the State or local govern- 
ment within the geographic boundaries of which the property is situated: Pro- 
vided, however, That there shall not be subject to the provisions of this section 
(1) any properties which are managed or administered by a State or local govern- 
ment and which if owned by such State or local government would be exempt 
from taxation, and (2) any property which would be exempt under subsection 
(a) or (b) of section 108 of this Act in the absence of subsection (c) or (d) 
of that section. 

(b) Payments shall be made on properties included in this section as follows: 

(1) In the case of properties which immediately prior to Federal acquisi- 
tion were in taxable ownership, payments for each of the first two tax years 
following Federal acquisition shall be approximately equal to the average 
annual taxes, if any, charged against such property for the last two years 
in which it was in taxable ownership; for each of the next two years, pay 
ments shall be 80 per centum of this amount; for each of the next two years, 
60 per centum; for each of the next two years, 40 per centum; for each of 
the next two years, 20 per centum ; and thereafter no further payments shall 
be made. If taxes have been paid on any property under this section for the 
tax year in which acquisition takes place, this payment of taxes shall be 
in lieu of the first annual transition payment under this section, and shall 
be averaged with the taxes paid for the preceding year in determining the 
amounts of subsequent payments. In the case of properties under this 
paragraph which were acquired by the Federal Government on or after 
January 1, 19—, but before the first day for filing application under section 
505 of this Act, payments shall be made in accordance with the percentage 
schedule in this paragraph for the period remaining until ten years shall 
have passed since such change in ownership of the property, after which 
no further payments shall be made under this section; and, in measuring 
the ten-year period to which the percentage schedule shall apply, each tax 
year which has elapsed since Federal acquisition of the property shall be 
counted. 

(2) In the case of properties which, prior to being placed in a use which 
would lead to their classification under subsection (c) or (d) of section 103 of 
this Act, were subject to payments by the Federal Government of taxes, 
payments in lieu of taxes, or payments to the State or local government of 
any portion of the revenue derived from the use or products of such prop- 
erties, the payment under this section for each of the first two tax years after 
the property becomes ineligible for payments under any other authority 
shall be approximately equal to the average annual payment made upon such 
property during the preceding two years. For each of the next two years 
payments shall be 80 per centum of this amount; for each of the next two 
years, 60 per centum; for each of the next two years, 40 per centum; for 
each of the next two years, 20 per centum; and thereafter no further pay- 
ments shall be made. In the case of properties under this paragraph which, 
on or after January 1, 19—, but before the first day for filing application 
under section 505 of this Act, were transferred from a use in which payments 
by the Federal Government to State or local governments were authorized, 
payments shall be made in accordance with the percentage scheduled in this 
paragraph for the period remaining until ten years shall have passed since 
such change in the use of the property, after which no further payments shall 
be made under this section; and, in measuring the ten-year period to which 
the percentage schedule shall apply, each tax year which has elapsed since 
the change in the use of the property shall be counted. 

(c) In determining the amount of payments under this section, consideration 
shall also be given to any payments made to the State or local government under 
the provisions of any Federal statute which requires or authorizes the Federal 
Government to pay any portion of the revenue derived from the use of products 
of such property. Any payment otherwise due under this section for any taxable 
year shall be reduced by the amount of any payment made under any such reve- 
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nue-sharing arrangement in the twelve months preceding the date on which pay- 
ments under this section are due. Nothing in this title except as provided in sub- 
section 101 (e) shall be construed as altering in any way the provisions of those 
Federal statutes listed in subsection 508 (a) (2) of this Act which require or 
authorize the Federal Government to pay any portion of the revenue derived from 
the use or products of property included in this section or section 103 herein. 


TrtLe [I—ConsENT TO STATE AND LocaLt TAXATION 


TAXATION OF PROPERTY ACQUIRED IN CONNECTION WITH LOANS OR CONTRACTS OF 
INSURANCE OR GUARANTY 


Sec. 201. (a) Consent is hereby granted to any State or local government to 
tax Federal property acquired to protect the financial interest of the Federal Gov- 
ernment in connection with loans or contracts of insurance or guaranty, while 
held pending disposition or until put to permanent use by the Federal Govern- 
ment. When such property is put to permanent use by the Federal Government, 
the classification of the property as specified in this Act shall be controlling as to 
any payments with respect to such property. The provisions of this section shall 
also apply to any property for which tax payments are to be made pursuant to the 
authority given in subsection 101 (c) of this Act. 

(b) The property included under this section may be taxed to the same extent 
and in the same manner according to its value as if it were privately owned, and 
any such tax shall be based upon an assessed valuation which does not represent 
a larger percentage of true value than is used by assessing authorities in valuing 
property generally for tax purposes within the taxing jurisdiction: Provided, 
however, That, in the case of any property acquired by the Federal Government 
to protect its financial interest in connection with loans or contracts of insurance 
or guaranty, any special tax treatment accorded to other similar property shall 
be applied to such property held by the Federal Government. The Federal Gov- 
ernment shall not be subject to penalties or penalty interest nor shall its property 
be subject to any lien, foreclosure, or other proceedings because of its nonpayment 
or failure to make timely payment of taxes; nor shall subsequent owners be liable 
therefor : Provided, however, That this shall not preclude the payment of penal- 
ties or penalty interest when the Federal owning agency determines that such 
payment is in the interest of the Federal Government. 


TAXATION OF PROPERTY UNDER LEASE OR CONDITIONAL-SALE CONTRACTS 


Sec. 202. (a) Consent is hereby granted to any State or local government to 
tax to the Federal Government Federal property which is leased or sold by condi- 
tional sale to taxable persons and is not otherwise subject to State or local tax- 
ation. The Federal! ifterest in property included under this section may be taxed 
to the same extent and in the same manner according to its value as like privately 
owned property. The Federal] Government shall not be subject to penalties or 
penalty interest nor shall its property be subject to any lien, foreclosure, or other 
proceedings because of its nonpayment or failure to make timely payment of 
taxes; nor shall subsequent owners be liable therefor: Provided, however, That 
this shall not preclude the payment of penalties or penalty interest when the 
Federal owning agency determines that such payment is in the interest of the 
Federal Government. 

(b) The provisions of this section shall not apply to Federal properties under 
lease in cases in which the amounts received by the Federal Government are 
shared with State or local governments under provisions of laws listed in sub 
section 508 (a) (2) of this Act nor to housing properties covered by section 102 
of this Act. 

TirtLe III—CoNsENT TO SPECIAL ASSESSMENTS 


PROPERTY SUBJECT TO SPECIAL ASSESSMENTS 


Sec. 301.(a) Consent is hereby granted to any State or local government to 
levy special assessments for local improvements against Federal real property in 
the same manner as against real property privately owned in such jurisdiction: 
Provided, however, That in the undertaking of any local improvement project by 
a State or local government, the Federal Government shall have the same rights 
and privileges in approving, rejecting, or contesting such project or assessment 
as are accorded to owners of private property: And provided further, That the 
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consent hereby granted shall extend only to special assessments for local improve- 
ments authorized after the effective date of this Act and to special assessments 
outstanding at the time of acquisition against Federal real property acquired 
after the effective date of this Act. 

(b) The Federal Government shall be exempt from any special assessment on 
property devoted to uses which are exempt when under private ownership in the 
jurisdiction imposing the special assessment. 

(c) The Federal Government shall not be subject to penalties or penalty inter- 
est nor shall its property be subject to any lien, foreclosure, or other proceedings 
because of its nonpayment or failure to make timely payment of special assess- 
ments for local improvements, nor shall subsequent owners be liable thereof: 
Provided, however, That this shall not preclude the payment of interest charged 
on special assessments paid in installments over a period author!zed by State or 
local law, nor the payment of penalties or penalty interest w1] the Federal own 
ing agency determines that such payment is in the interest of the Federal 
Government 


TrTLteE IV—PAYMENTS TO LOCAL GOVERNMENTS NOT OTHERWISE COMPENSATED FOR 
SUBSTANTIAL FINANCIAL BURDENS 


AUTHORITY TO ESTABLISH SUPPLEMENTARY SYSTEM OF PAYMENTS 


Sec. 401. (a) The Commission is hereby authorized, when and if it deems 
desirable, to establish by regulation a system for aiding those local governments 
upon which the Federal Government or any Federal agency has placed a sub- 
stantial financial burden for providing local governmental services to Federal 
property, to persons living on Federal property, or to persons employed on Fed- 
eral property. in cases in which relief from such burden is not provided through 
payments under other parts of this Act or through payments or the provision of 
services under any other law. Eligibility of a local government for payments 
under this title shall not depend upon the location of the Federal property within 
the geographic boundaries of the local government nor upon the date when the 
property was acquired by the Federal Government. 

(b) Pursuant to regulations which may be issued by the Commission under 
this title, owning agencies may cause payments to be made to eligible local gov- 
ernments. Any such regulations shall provide that, in determining whether an 
applicant local government is eligible for payments under this title for any year, 
the owning agency shall determine that the applicant local government is making 
a reasonable tax effort and is exercising due diligence in availing itself of Fed- 
eral, State, and other financial assistance but is unable to secure sufficient funds 
to meet the additional expenditures involved. Any such regulations that provide 
further that, in determining the amount of any payment under this title, con- 
sideration shall be given to the following factors to the extent that each is perti- 
nent, and such regulations shall specify or recommend the relative weights to 
be given them: 

(1) The additional expenditures, if any, by the applicant local gov- 
ernment necessary for providing services to the Federal Government, to 
persons living on Federal property, or to persons employed on Federal 
property. 

(2) The provision by the Federal Government of any services ordinarily 
provided by the applicant local government as measured by the unit cost to 
the applicant local government for rendering like services. 

(3) Any other payments, including taxes, payments in lieu of taxes, 
grants-in-aid, or shared revenues, made by the Federal Government to the 
applicant local government or to the State for the applicant local govern- 
ment, or such payments made to a State which are distributed to an applicant 
local government as State aid. 

(4) The estimated amount of taxes paid to the applicant local gov- 
ernment— 

(A) by persons living on Federal property ; 

(B) by persons employed on Federal property ; and 

(C) for or in connection with any property, trade, business, occupa- 
tion, or transaction on Federal property, whether paid to the applicant 
local government directly or indirectly, including estimates of such-taxes 
paid to the State or another governmental authority and made available 
to the applicant |ocal government through State aid or otherwise. 

(5) Any other facts relevant to the effectuation of the policies and prin- 
ciples of this Act. 
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TITLE V—GENERAL PROVISIONS 


COMMISSION FOR PAYMENTS TO STATE AND LOCAL GOVERNMENTS ON FEDERAL REAL 
PROPERTY 


Sec. 501. (a) For the purpose of promoting the policies and purposes of this 
Act through a uniform interpretation and application of its provisions with 
respect to each Federal owning agency, there is hereby established a Commission 
for Payments to State and Local Governments on Federal Real Property. The 
Commission shall be composed of the Director of the Bureau of the Budget, who 
shall act as its Chairman, and of the Secretary of the Treasury and the Ad- 
ministrator of General Services or any alternate or representative designated by 
any of them. In carrying out its functions the Commission— 

(1) shall promulgate any necessary regulations and rules to govern the 
performance of the functions vested in the owning agencies by this Act; 

(2) shall prescribe forms for original and renewal applications to be 
filed by State or local governments in requesting payments under this Act; 

(3) shall prescribe reports to be made to the Commission by the Federal 
owning agencies with respect to Federal real and tangible personal property 
under their jurisdiction and the determinations and payments made by 
them under this Act; 

(4) may examine the determinations of the owning agencies with respect 
to the classification of their properties and the amount of payments thereon 
under this Act insofar as it deems necessary, and may consult with and 
advise the owning agencies with the object of promoting uniformity among 
Federal agencies in the application of the provisions of this Act; and 

(5) may make investigations of the problems involved in the administration 
of this Act and the manner in which it is administered by the owning 
agencies, and arrange with other agencies to obtain basic data to aid in 
the administration of this Act. 


(b) The Commission shall submit annually to the President a report on the 
payments made under this Act to State and local governments, together with 
such supporting data as will assist in interpreting and appraising the operation 
of the Act. Not later than five years after the effective date of this Act, the 
Commission shall submit to the President for transmittal to the Congress a report 
on operations under this Act and such other data, information, and recommenda- 
tions as may be pertinent to future legislation. 

(c) The Commission shall appoint a Director who shall perform such duties 
as the Commission shall prescribe, and who shall receive compensation at the 
rate of $15,000 a year. Subject to the civil-service laws and the Classification 
Act of 1949 (October 28, 1949; ch. 782, 63 Stat. 954; 5 U. S. C. 1071-2007), the 
Director shall employ, supervise, and fix the compensation of such personnel 
as may be necessary. The members of the Commission may make available 
to the Commission on a temporary basis personnel from the Bureau of the 
Budget, the Department of the Treasury, or the General Services Administration. 

(d) Each Federal owning agency shall carry out the rules and regulations 
promulgated by the Commission, and may issue such orders and regulations 
with respect to operations and procedures as may be desirable to carry out the 
policies, procedures, and standards prescribed in this Act or in any rules or 
regulations promulgated by the Commission. 


ADVISORY COMMITTEE 


Sec. 502. The Commission shall establish an advisory committee with which 
to consult and advise with respect to the administration of this Act. The 
advisory committee shall consist of not more than twenty members chosen by 
the Commission from among the heads of Federal agencies who may designate 
alternates to represent them, the representatives of national associations of 
State and local governmental officials, and the public. The advisory committee 
shall meet upon the call of the Commission, but at least twice in each calendar 
year. Members of the advisory committee who are not officers or employees of 
the Federal Government shall receive compensation at the rate of $50 for each 
day they are engaged in the performance of their duties as members of the 
advisory committee and shall be reimbursed for travel, subsistence, and other 
necessary expenses incurred by them in the performance of their duties as 
members of the advisory committee. 
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APPLICATIONS FOR PAYMENTS 


Sec. 503. (a) Any State or local government, directly or through the officer 
administering its tax on real property, may submit to Federal owning agencies, 
in accordance with the rules and regulations issued under this title, applications 
for payments under title I of this Act with respect to Federal property located 
within the geographic boundaries of such government. 

(b) Any local government may apply to a Federal owning agency for pay- 
ments under the provisions of title IV of this Act in accordance with rules and 
regulations issued by the Commission. 

(c) A Federal owning agency shall not make any payment under the 
provisions of title I or title IV of this Act for any tax year unless an application 
has been filed with it by or on behalf of the State or local government not later 
than sixty days after the beginning of each tax year to which the payments 
relate. 

DETERMINATION AND METHOD OF PAYMENT 


Sec. 504. (a) The kind and amount of payments in connection with any Federal 
property and the statutory provisions which are to apply shall be determined by 
the ownership of the property and the use to which it is put on the first day of 
the tax year of the State or local government concerned. Any such determina- 
tion shall be made by the Federal agency which, on the first day of the tax 
year, has jurisdiction over or administers the property for which the determina- 
tion or payment is required, and any payment under this Act shall be made from 
funds and appropriations available to such agency. 

(b) Each Federal owning agency shall, upon application made by or on behalf 
of any State or local government, determine the amount, if any, which is payable 
in accordance with the provisions of title I or title 1V of this Act and the rules 
and regulations issued hereunder. The Federal owning agencies shall make their 
determinations and cause payments to be made with respect to such applications 
not later than the eighth month of the tax year to which the payments apply, 
unless a later date is fixed by law for the payment of taxes levied by the State 
or local government, in which event the Federal owning agency shall make its 
determination and cause payment to be made not later than that date. Payment 
shall be made to the officer authorized by law to collect taxes on real property 
for sach government or to such other officer or agency as may be provided by 
State law; and any such payments shall be for the use of the applicant govern- 
ment. Nothing in this Act shall be construed as limiting the authority of any 
State with respect to its local governments. 

(c) Funds and appropriations available to the owning agency for the activities 
for which the property is held or used shall be avaliable for payments under 
this Act. Such payments and any payments by the Commission under title 
IV shall be made prior to audit and settlement by the General Accounting Office 
and shall be charged only to funds or appropriations current at the time the 
tax year begins, or, in the case of special assessments at the time each install- 
ment is due. Refunds of overpayments shall be credited to the fund or appro- 
priation from which payment was made, if it is unexpired, otherwise, to mis- 
cellaneous receipts of the Treasury. 

(d) Any State or local government may apply to the Commission for a review 
of any determination made in accordance with subsection 504 (b) of this Act 
and such application shall be granted. In such cases, the determination by the 
Commission after such review shall be the basis for the amount of payment made 
under this Act. 


APPLICABILITY 


Seo. 505. (a) Beginning one year following the date of enactment of this Act, 
State and local governments may file applications for payments under title I 
of this Act with respect to tax years beginning thereafter. 

(b) Tax payments under title II of this Act shall not begin before the second 
tax year which begins after the enactment of this Act. 

(c) Any payments of taxes, payments in lieu of taxes, or other payments 
which otherwise would have been payable under laws repealed or superseded by 
section 508 shall be paid until the end of the first tax year which begins after the 
enactment of this Act. . 

(d) Special assessments under title III of this Act shall be payable after the 
effective date of this Act. 
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(e) The dates for receiving applications and beginning payments under title 
IV of this Act shall be fixed by the Commission in any regulations which it may 
issue under that title. 


AUTHORIZATION FOR APPROPRIATIONS 


Sec. 506. There are hereby authorized to be appropriated such sums as may 
be necessary to enable the Commission and the Federal owning agencies to carry 
out the provisions of this Act. 


EXEMPTION FROM ADMINISTRATIVE PROCEDURE ACT 


Sec. 507. All functions performed under this Act shall be exempt from the 
oper: yor of the Administrative Procedure Act of June 11, 1946 (ch. 324, 60 
Stat. 237), as amended (5 U. S. C. 1001-1011), except as to the requirements of 
sec tion: 3 of such Act (60 Stat. 238 ;5 U.S. C. 1002). 


REPEAL AND SAVINGS PROVISIONS 


Seo. 508. (a) (1) All Acts or parts of Acts, except as provided in paragraph 
(2) of this subsection, are repealed to the extent that they affirm the exemption of 
the United States Government from taxes or special assessments imposed upon 
Federal real property or Federal tangible personal property by State or local 
governments or to the extent to which they consent to the imposition of such 
taxes or special assessments, or authorize payments in lieu of such taxes. As 
used in this paragraph, the terms “Federal real property”, ‘Federal tangible per- 
sonal property”, “State”, and “‘local government” shall have the meanings of this 
Act rather than those given them in the Acts repealed. This paragraph shall 
apply to but not be limited to the following : 

Section 50 of the Act of July 22, 1987 (ch. 517, title 1V, 50 Stat. 531), as 
amended by section 3 of the Act of August 14, 1946 (ch. 964, 60 Stat. 1064; 
7 U.S.C. 1024 a, b) : 

Section 12 (a) of the Act of January 31, 1934 (48 Stat. 347: 12 U. S. C. 
1020f ) ; 

Section 210 of the Act of July 17, 1916 (ch. 245), as added by section 2 of 
the Act of March 4, 1923 (ch. 252, 42 Stat. 1459; 12 U. S.C. 1111): 

Section 63 of the Federal Farm Credit Act of 1933 (June 16, 1933; ch. 98, 
title VI, 48 Stat. 267; 12 U. 8. C. 1138¢) ;: 

Section 4 (c) of the Home Owners Loan Act of 1933 (June 13, 1933; ch. 64, 
48 Stat. 130), as amended by the Act of October 24, 1942 (ch. 621, 56 Stat. 
986 ; 12 U. 8S. C. 1463 (c)); 

Section 7 of the National Housing Act (June 27, 1934; ch. 847), as added 
by section 7 of the Act of June 28, 1941 (ch. 261, 55 Stat. 365; 12 U. S. C. 
1706b) : 

Section 208 of the National Housing Act (June 27, 1934; ch. 847, 48 Stat. 
1252; 12 U. 8. C. 1714) ; 

Section 304 of the National Housing Act (June 27, 1934; ch. 847, 48 Stat. 
1254), as amended by section 1 of the Act of July 1, 1948 (ch. 784, 62 Stat. 
1208 ; 12 U. 8. C. 1719) ; 

Section 402 (e) of the National Housing Act (June 27, 1934; ch. 847, 48 
Stat. 1257; 12 U. S. C. 1725, (e)); 

Section 606 of the ? National Housing Act (June 27, 1934; ch. 847, title VI), 
as added by the Act of March 28, 1941 (ch. 31, sec. 1, 55 Stat. 61; 12 U.S. C. 
1741) ; 

Section 711 of the National Housing Act (June 27, 1934; ch. 847, title VII). 
as added by section 401 of the Act of August 10, 1948 (ch. 832, title IV, 62 
Stat. 1281; 12 U. 8. ©. 1757j) ; 

Section 807 of the National Housing Act (June 27, 1934; ch. 847, title VIII), 
as added by section 1 of the Act of August 8, 1949 (ch, 403, 63 Stat. 576; 
12 U. 8S. ©. 1748f) ; 

Section 10 of the Act of January 22, 1932 (ch. 8, 47 Stat. 9, as amended 
by section 1 of the Act of June 30, 1947 (ch. 166, title I, 61 Stat. 202), and 
section 5 of the Act of May 25, 1948 (62 Stat. 265; 15 U. S. C. 607); 

Section 5 of the Act of March 8, 1988 (ch. 44, 52 Stat. 108: 18 U. 8. ©. 
713a-5); 

Section 5 of the Act of May 27, 1987 (ch. 269), as added March 10, 1943 
(ch. 14, sees. 5 (a), (b), (ce), 57 Stat. 19; 16 U. S. C. 835e-1) ; 
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Section 509 of the Servicemen’s Readjustment Act of 1944 (June 22, 
1944; ch. 268, title III), as added December 28, 1945 (ch. 588, sec. 8, 59 
Stat. 631; 38 U.S. C. 694j (a) (6)); 

Sections 2, 3, of the Act of June 29, 1936 (ch. 868, 49 Stat. 20386; 40 
U. S. C. 482-433) ; 

Section 9 of the National Defense Housing Act of 1940 (October 14, 1940; 
ch. 862, title III, 54 Stat. 1127) ; renumbered section 306 and amended by 
section 4 (b) of the Act of June 28, 1941 (ch. 260, 55 Stat. 363) ; section 
8 of the Act of January 21, 1942 (ch. 14, 56 Stat. 12); and section 3 (a) 
of the Act of April 10, 1942 (ch. 239, 56 Stat. 212; 42 U. S. C. 1546) ; 

Section 9 (b) of the Atomic Energy Act of 1946 (August 1, 1946; ch. 
724, 60 Stat. 765 ; 42 U. S. C. 1809 (b)) ; 

Section 3 (c) of the Act of June 3, 1924 (ch. 243, 43 Stat. 361; 49 U.S. C. 
1538f) ; 

Section 106 (c) (3) of the Housing Act of 1949 (July 15, 1949; ch. 338, 
title I, 63 Stat. 418 ; 42 U. S. C. 1456 (c) (3)); and 

Section 210 (a) (9) of the Federal Property and Administrative Services 
Act of 1949 (June 30, 1949, ch. 288), added by section 5 of the Act of Septem- 
ber 5, 1950 (ch. 849, 64 Stat. 580; 40 U. S.C. 490a (9) ). 

(2) Paragraph (1) of this subsection shall not apply to the provisions of 
the Act of September 23, 1950 (ch. 995, 64 Stat. 967; 20 U. S. C. 251-280), or 
the Act of September 30, 1950 (ch, 1124, 64 Stat. 1100; 20 U. S. C. 236-244), 
except as provided in subsection (b) of this section, nor to the following Acts 
or parts of Acts: 

Section 33 of the Bankhead-Jones Farm Tenant Act (July 22, 1937; ch. 
517, title ITI, 50 Stat. 526; 7 U. S. C. 1012) ; 

Act of May 23, 1908 (ch. 192, 35 Stat. 260): June 30, 1914 (ch. 131, 38 
Stat. 441) ; September 21, 1944 (ch. 412, title II, section 212, 58 Stat. 737) ; 
April 24, 1950 (ch. 97, sec. 17 (b), 64 Stat. 87: 16 U. S. C. 500) ; 

Section 5 of the Act of June 22, 1948 (ch. 593, 62 Stat. 570; 16 U. S. C. 
577g) ; 

Section 401 of the Act of June 15, 1935 (ch. 261, title IV, 49 Stat. S88: 16 
U. 8. C. 715s) ; 

Section 17 of the Act of June 10, 1920 (ch. 285, 41 Stat. 1072): section 
208 of the Act of August 26, 1935 (ch. 687, title II, 49 Stat. 845; 16 U. S. C. 
$10); 

Section 13 of the Tennessee Valley Authority Act of 19833 (May 18, 1933; 
ch. 32, 48 Stat. 66), as amended by section 39 of the Act of June 26, 1940 
(ch, 482, 54 Stat. 626; 16 U. S. C. 8311) ; 

Act of August 7, 1947 (ch. 518, 61 Stat. 914; 30 U.S. C. 355) ; 

Section 7 of the Act of August 18, 1941 (ch. 377, 55 Stat. 650), as amended 
by section 5 of the Flood Control Act of 1946 (July 24, 1946; ch. 596, 60 
Stat. 642 ; 33 U.S. C. 701c-3) ; 

Section 2 (c) of the Boulder Canyon Project Adjustment Act (July 19, 
1940 ; ch. 643, 54 Stat. 775: 48 U.S. C. 618a (c)); 

Sections 6 to 11 of the Alaska Game Law (January 13, 1925: ch. 75, 43 
Stat. 739) : Act of July 1, 1943 (ch. 183, 57 Stat. 310; 48 U. S. C. 199K) ; 

Section 36 of the Trading With the Enemy Act of 1917 (October 6, 1917; 
ch. 106), as added by section 305 of the Act of December 18, 1941 (ch. 593, title 
III), as added by section 1 of the Act of August 8, 1946 (ch. 878, 60 Stat. 
925; 50 U. 8. C. App. 36) ; 

Section 5 of the Act of March 3, 1921 (ch. 120, 41 Stat. 1250); and 

Sections 6, 24 of the Act of June 20, 1910 (ch. 310, 36 Stat. 562, 573). 

(b) Seetion 2 of the Act of September 30, 1950 (ch. 1124, 64 Stat. 1101; 20 
U. S. C. 237), is hereby repealed, and item (1) of subsection 3 (g) of that Act 
(64 Stat. 1104; 20 U. S. C. 238 (g)) is amended to read as follows: “(1) such 
amount as he determines such agency derived and had available in such year for 
current expenditures from payments in lieu of taxes, and any other payments, 
made with respect to Federal property pursuant to any law of the United States 
other than this Act.” 

SEPARABILITY 


Sec. 509. If any provision of this Act, or the application thereof to any person 
or circumstance, is held invalid, the remainder of this Act, and the application 
of such provision to other persons or circumstances, shall not be affected thereby. 


EFFECTIVE DATE 


Sec. 510. This Act shall become effective on the date of its enactment. 
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[S. 1657, 84th Cong., 1st sess. ] 


A BILL To authorize the taxation of certain Federal property by State and local tax 
authorities, to provide for the payment by Federal agencies of sums in lieu of taxes with 
respect to certain other Federal property, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Federal 
Property Tax Authorization Act of 1955.” 


DECLARATION OF POLICY 


Sec. 2. (a) Although the United States is under no constitutional obligation 
to pay taxes, or to make financial contributions in lieu of taxes, to any State or 
any political subdivision or instrumentality thereof with respect to any property 
of the Federal Government, it is hereby declared to be the policy of the United 
States hereafter to make such tax payments and contributions in lieu of taxes 
on account of such property as may be fair and equitable to compensate the 
States and their political subdivisions and instrumentalities for tax revenue 
of which they are deprived by reason of the ownership or control by the Federal 
Government of such property within the States. 

(b) In enacting this Act it is the purpose of the Congress to remove, so far as 
practicable, inequities existing between taxpayers of State and local governments, 
on the one hand, and taxpayers of the Federal Government, on the other hand, 
in the distribution of governmental costs incident to property owned or used by 
the Federal Government. 

(c) In consideration for the payments authorized by this Act, the Congress 
expects that the several State governments, and all political subdivisions and in- 
strumentalities thereof, when so requested, will make all public services normally 
provided by them available to and with respect to the Federal Government, its 
property, and its officers and employees, upon the same terms and conditions as 
such services are made available to or with respect to other property and indi- 
viduals. 

(d) The Congress reserves the right to amend, modify, or repeal the provisions 
of this Act. 

DEFINITIONS 


Sec. 3. As used in this Act 

(a) The term “Federal agency” means any department, agency, office, or 
independent establishment in the executive, legislative, or judicial branch of the 
Government of the United States, and any corporation now or hereafter subject 
to the provisions of title I of the Government Corporation Control Act (31 
U. 8. C. 846) ; 

(b) The term “Federal property’ means any property the legal title to which 
is held by the United States or any Federal agency ; 

(c) The term “controlling agency”, when used in relation to any Federal 
property, means the Federal agency which is charged with the duty of adminis- 
tering such property ; 

(d) The term “Board” means the Federal Tax Payments Board established by 
this Act; 

(e) The term “State” means any State of the United States; 

(f) The term “State tax authority” means any State, and any county, city, 
municipality, tax district, or other political subdivision or public entity thereof 
having authority under the law of such State to levy and collect within its terri- 
torial jurisdiction any tax or special assessment ; 

(g) The term “person” means any individual, partnership, association com- 
posed of individuals, or private corporation ; 

(h) The term “tax” means any tax of general application levied according to 
value by any State tax authority upon property situated within its territorial 
jurisdiction, but does not include (1) any tax levied upon the manufacture, 
purchase, sale, transfer, or use of any property, or (2) any tax levied or fee 
imposed for the procurement of any license, permit, or other authorization to 
engage in any form of activity; 

(i) The term “tax year”, when used in relation to any tax, means a period of 
one year, beginning with (1) the first date on which liability for the payment 
thereof is established under law in effect within the State tax authority imposing 
such tax, or (2) if no such date is ascertainable under such law, the first day of 
the assessment period prescribed under such law for such tax; 
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(j) The term “taxable person”, when used in relation to the payment of any 
tax, means any person who is the owner of any property and who is not, by reason 
of his status or the use made of such property, exempt from obligation to pay 
such tax ; 

(k) The term “special assessment” means any levy, other than a tax, imposed 
by any State tax authority directly upon real property situated within its terri- 
torial jurisdiction to defray the cost of any public improvement, and equitably 
apportioned according to the benefit conferred by such improvement upon such 
property ; 

(1) The term “property” means any real property or tangible personal prop- 
erty ; 

(m) The term “real property”, when used in relation to any tax or special 
assessment, means any interest in land, and any improvement thereon if such 
improvement constitutes real property under law in effect within the State tax 
authority imposing such tax or special assessment ; 

(n) The term “tangible personal property’, when used in relation to any tax, 
means any physical object, other than real property, defined as tangible personal 
property by law in effect within the State tax authority imposing such tax, but 
does not include any coin, bullion, currency, credit, security, or chose in action; 

(o) The term “industrial or commercial use’, when used in relation to any 
Federal property, includes any use made of such property for (1) the mining, 
manufacturing, fabrication, or repair of any article or commodity, (2) the gen- 
eration of electrical energy, (3) the transportation of individuals or property, 
(4) the storage of property, and (5) the sale or leasing of commodities or 
services ; 

(p) The term “governmental use”, when used in relation to any Federal prop- 
erty, means any use made of such property other than (1) an industrial or com- 
mercial use, or (2) use for the housing of individuals for which rent is received ; 
and 

(q) The term “local governmental use’, when used in relation to any Federal 
property, means any governmental use made of such property for the purpose of 
rendering public service to or for persons residing within the vicinity of such 
property. 

CONSENT TO TAXATION OF CERTAIN FEDERAL PROPERTY 


Sec. 4. (a) Except as otherwise provided by this Act, all Federal property of 
the following classes situated within the territorial jurisdiction of any State tax 
authority shall be subject to the assessment and collection of any tax imposed by 
such authority to the same extent and under the same conditions as other prop- 
erty of like class situated within such jurisdiction— 

(1) any property legal title to which is held by a Federal agency to secure 
any Federal agency against loss in connection with any loan, contract of 
insurance, or guaranty; and 

(2) any property legal title to which is held by any Federal agency but 
which has been leased, or sold under a conditional sale contract, to any 
taxable person. 

(b) Tax payments authorized by subsection (a) with respect to any property 
shall be made by the Federal agency which is the controlling agency for such 
property at the beginning of the tax year for which such tax is imposed. If such 
agency ceases to exist before such payment is made, payment shall be made 
by the Federal agency which is the successor of such controlling agency, as 
determined by the Director of the Bureau of the Budget. 


PAYMENTS IN LIEU OF TAXES WITH RESPECT TO CERTAIN FEDERAL PROPERTY 


Sec. 5. (a) Except as otherwise provided by this Act, payments in lieu of taxes 
Shall be made to each State tax authority for each fiscal year with respect to all 
Federal property (other than property subject to tax under ‘section 2) of the 
following classes situated within the territorial jurisdiction of such authority: 

(1) Any property devoted to commercial or industrial use by any Fed- 
eral agency or by any other person acting, directly or indirectly, for or on 
behalf of any Federal agency ; 

(2) Any property devoted to the housing of individuals for which rent 
is received ; and 


(3) Any property devoted primarily to any other use except a local gov- 
ernmental use. 
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(b) Subject to limitations contained in this Act, the aggregate amount of the 
payments authorized by subsection (a) to be made to each State tax authority 
for each fiscal year shall be a sum equal to— 

(1) the nominal Federal tax liability, which shall be the aggregate 
amount of the taxes which would be payable to such authority during such 
year with respect to all property of the classes specified in subsection (a) 
if legal title to such property were held by a taxable person for that portion 
of the applicable tax year during which such title was held by one or more 
Federal agencies; reduced by 

(2) the Federal credit against tax liability, which shall be the aggre- 
gate value of governmental services of kinds normally furnished by State 
tax authorities which, during such fiscal year, were furnished within the 
territorial jurisdiction of such authority by Federal agencies, computed 
upon the basis of the unit cost incurred by such authority in providing like 
services, or (in the absence of such data) the unit cost therefor incurred 
by comparable State tax authorities in the same vicinity; and increased by 

(3) the Federal specific liability, which shall be the aggregate amount of 
the expenditures incurred by such authority during such fiscal year in 
furnishing to or on behalf of all such Federal property services of kinds 
not customarily furnished by such authority to or on behalf of other prop- 
erties of like class. 

(c) No payment shall be made under this section to any State tax authority 
for any fiscal year with respect to any Federal property unless such authority— 

(1) files with the Federal agency which is the controlling agency for such 
property a claim, in such form and containing such information as the Board 
shall prescribe, for payment under this section with respect to all Federal 
property subject to such payment which is controlled by such agency within 
the territorial jurisdiction of such authority ; 

(2) files with such claim an itemized statement of (A) the property with 
respect to which such claim is made; (B) the assessed valuation placed by 
such authority upon such property: (C) the nominal Federal tax liability 
claimed with respect to such property: (D) the tax rate or rates applied in 
computing the amount of the nominal Federal tax liability of such agency ; 
(E) the amount of the Federal credit against tax liability accorded to such 
agency in computing the amount ciaimed from such agency under this sec- 
tion; and (F) the amount of any Federal specific liability included in such 
claim for payment ; 

(3) files with such claim a detailed statement of the procedural action 
which may be taken by such agency to obtain administrative review, or 
judicial review, or both, with respect to the nominal Federal tax liability of 
such agency with respect to any such property ; 

(4) for the purpose of determining the amount of the nominal Federal 
tax liability of such Federal agency under subsection (b), makes available 
to such agency all substantive and procedural rights, administrative and 
judicial, which would be available under law in effect within such authority 
in determining the valuation of such property, the rate of tax applicable 
thereto, and the amount of the tax which would be payable with respect 
thereto if such property were owned by a taxable person; and 

(5) for such purpose treats such property in all respects in a manner at 
least as favorable as the treatment accorded to property of like kind owned 
by taxable persons. 

(d) Each payment authorized by this section with respect to any property 
shall be made by the Federal agency which is the controlling agency for such 
property at the beginning of the fiscal year for which such payment is due. If 
such agency ceases to exist before such payment is made, payment shall be made 
by the Federal agency which is the successor of such controlling agency, as 
determined by the Director of the Bureau of the Budget. 

(e) Whenever any Federal agency and any State tax authority fail to agree 
with respect to any question concerning the identity of Federal property claimed 
to be subject to payments under this section, the amount of the Federal credit 
against tax liability or the amount of the Federal.specific tax liability to be 
included in computing the amount of any payment to be made by such agency 
under this section to such authority with respect to any Federal property, appli- 
eation may be made by such agency or by such authority to the Board for the 
determination of such question. 

(f) Whenever properties subject to payments under this section which are 
situated within the territorial jurisdiction of any State tax authority are con- 
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trolled by more than one Federal agency, and determination of the amount so 
payable by any such agency involves any question concerning the allocation 
among two or more such agencies of the amount of the Federal credit against 
tax liability or the amount of the Federal specific tax liability which shall be in- 
cluded in computing the aggregate amount of the payments to be made to such 
authority with respect to all such properties, such authority shall apply to the 
Board for the determination of such question. 


EXCLUDED PROPERTIES 


Sec. 6 (a) No payment shall be made under section 4 or section 5 to any State 
tax authority with respect to any Federal property— 

(1) acquired by any Federal agency before September 8, 1939; or 

(2) subject to taxation by such authority, or with respect to which any 
payment in lieu of taxes is authorized to be made to such authority, under 
any ohter provision of law. 

(b) No such payment shall be made with respect to any Federal property 
which— 

(1) if privately owned or controlled, would be exempt from tax because 
of the use to which it is devoted ; 

(2) is the subject of any revenue sharing arrangement, entered into under 
authority of Federal law, under which any portion of the revenue derived 
from its use or sale, or from any product of such property, is paid to such 
authority ; or 

(3) is devoted primarily to any local governmental use, including (without 
limitation) and courthouse; post office; property used for any purpose inci- 
dental to local postal operations; weather station or observation post; assay 
office ; local irrigation or sanitation project ; airport maintained and operated 
by the Civil Aeronautics Administration; or any plant, farm, station, lab- 
oratory, or other property devoted to any experimental, testing or research 
purpose rendered primarily to the local public. 

(ec) Nosuch payment shall be made with respect to any 

(1) office building which is not devoted to any industrial or commercial use 
and is not included within any class of properties listed in section 4 (a); 

(2) customs house; 

(3) facility for coining money or printing currency ; 

(4) bullion depository ; 

(5) river or harbor improvement ; 

(6) prison, reformatory, detention farm, or disciplinary barracks ; 

(7) hospital, dispensary, clinic, or other medical facility ; 

(8) sanatorium, home for the aged, or facility providing domiciliary care; 

(9) cemetery ; 

(10) aid to navigation administered by the United States Coast Guard; 

(11) beacon or other aid to air navigation administered by the Civil Aero- 
nautics Administration ; 

(12) facility used in the performance by any Federal agency or any police, 
investigative, or regulatory function, except any such function performed 
incidental to the administration of property of any class listed in section 4 
(a) or section 5 (a); or 

(13) post, camp, station, fort, armory, airfield, proving ground, or other 
installation administered by any of the Armed Forces of the United States, 
except to the extent that any such installation may be devoted to any indus- 
trial or commercial use. 

(d) No such payment shall be made with respect to any— 

(1) stock of strategic or critical material or any agricultural commodity 
in the custody of any Federal agency ; or 

(2) other personal property unless such property is devoted to an indus- 
trial or commercial use. 


LIMITATIONS ON PAYMENTS IN LIEU OF TAXES 


Sec. 7. (a) Whenever the aggregate amount of the payments authorized by sec- 
tion 5 to be made for any fiscal year to any State tax authority by one or more 
Federal agencies with respect to all property of the classes described in para- 
graphs (1) and (3) of section 5 (a) exceeds the aggregate amount of the taxes 
levied by such authority upon all taxable property situated within its territorial 
jurisdiction which is not Federal property, any such Federal agency may apply 
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to the Board for an order requiring a reduction in the amount so payable by 
such Federal agency. Upon the filing of such application, the Board shall give 
notice thereof to such authority and to each Federal agency subject to any such 
payment, and after hearing shall determine whether the payment of the aggre- 
gate amount payable by such agencies under section 5 would confer upon such 
authority unwarranted benefit contrary to the interest of taxpayers of the United 
States. If the Board determines that the payment of such aggregate amount 
would confer such unwarranted benefit, it shall prescribe (1) such lower aggre- 
gate amount as it shall determine to be fair and equitable, and (2) the portion 
thereof to be paid by each such Federal agency. The aggregate amount so pre- 
scribed shall be a sum not less than the aggregate amount of the taxes levied by 
such authority for the applicable tax year upon all taxable property situated 
within its territorial jurisdiction which is not Federal property. The portion 
thereof to be paid by each such Federal agency shall be a sum which has the 
same relationship to such aggregate amount as the assessed valuation of all 
property administered by such agency with respect to which such payment is 
made has to the total assessed valuation of all property administered by all 
Federal agencies with respect to which all such payments are made. 

(b) Whenever any State tax authority fails to furnish to property admin- 
istered by any Federal agency, or to any officer or employee thereof, or to the 
family of any such officer or employee, any service furnished by such authority 
to any other property or resident upon the same terms upon which such service 
is furnished to such other property or resident, and such agency has not expressly 
waived the furnishing of such service as unnecessary or undesirable, no payment 
shall be made under section 5 to such authority by any Federal agency for any 
tax year during which such failure occurs. 


TRANSITIONAL PAYMENTS IN LIEU OF TAXES 


Sec. 8. (a) In addition to the payments authorized by section 5, payments in 
lieu of taxes shall be made to each State tax authority, for each of the first ten 
fiscal years beginning after the date of enactment of this Act, with respect to all 
Federal property situated within the territorial jurisdiction of such authority 
which— 

(1) is of any class listed in section 6 (c), but is not included within any 
class described in section 6 (b) ; 

(2) was acquired by the United States or any Federal agency on or 
after the date which is ten years before the date of enactment of this Act; 
and 

(3) is not subject to tax under section 2. 

(b) The aggregate amount of the payments authorized by subsection (a) to 
be made with respect to such property to each State tax authority for each such 
fiscal year shall be a sum equal to the difference between the following two sums: 

(1) The aggrégate amount which would be payable with respect to such 
property for such year if such property were subject to payments in lieu of 
taxes under section 5; and 

(2) A sum equal to the percentage of such aggregate amount which is 
specified for such fiscal year in the following tabulation: 
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(c) The provisions of subsections (c), (d), (e), and (f) of section 5 shall 
apply to payments made under this section ot the same extent and with the same 
effect as if such payments were authorized to be made under section 5. The 
prohibition contained in section 7 (b) shall apply to payments made under this 
section. 

CONSENT TO LEVY OF SPECIAL ASSESSMENTS 


Sec. 9. (a) Except as otherwise provided by this Act, all Federal property 
situated within the territorial jurisdiction of any State tax authority shall be 
subject to the levy and collection of any special assessment upon real property 
to the same extent and under the same conditions as other property of like 
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class situated within such jurisdiction whenever such assessment is levied upon 
non-Federal as well as Federal property. No payment shall be made under this 
subsection unless such authority treats all Federal property subject to such 
payment in all respects in a manner at least as favorable as the treatment 
accorded to property of like kind owned by taxable persons. 

(b) Payment of any portion of any special assessment authorized by subsec- 
tion (a) with respect to any property shall be made by the Federal agency which 
is the controlling agency for such property at the time such portion becomes due 
and payable under law in effect within the State tax authority imposing such 
special assessment. If such agency ceases to exist before such payment is made, 
payment shall be made by the Federal agency which is the successor of such 
controlling agency, as determined by the Director of the Bureau of the Budget. 


FEDERAL TAX PAYMENTS BOARD 


Sec. 10. (a) There is hereby established the Federal Tax Payments Board, 
which shall be composed of three members appointed by the President by and 
with the advice and consent of the Senate. Not more than two members of the 
Board shall be members of the same political party. Of the original members, 
one shall be appointed for a term of one year, one for a term of two years, and 
one for a term of three years. Succeeding members of the Board shall be ap- 
pointed for terms of three years each, except that any individual appointed to 
fill a vacancy shall be appointed for the unexpired term of the member whom 
he succeeds. The President shall designate one member to serve as chairman of 
the Board. Any member of the Board may be removed by the President, 
after notice and hearing, for malfeasance in office, neglect of duty, or incompe- 
tence, but for no other cause. 

(b) A vacancy in the Board shall not impair the right of the remaining mem- 
bers to exercise all the powers of the Board, and two members shall at all times 
constitute a quorum. The Board shall have an official seal which shall be 
judicially noticed. 

(c) Each member of the Board shall receive a salary of $14,000 a year, shall 
be eligible for reappointment, and shall not engage in any other business, vocation, 
or employment. 

(d) Subject to the civil-service laws and the Classification Act of 1949, the 
Board may appoint and fix the compensation of a chief clerk and such examiners 
and other personnel as may be necessary for the performance of its functions. 

(e) The Board may make such rules and regulations, not inconsistent with the 
provisions of this Act, as may be necessary for the performance of its duties. 


POWERS AND DUTIES OF THE BOARD 


Sec. 11. (a) It shall be the duty of the Board— 

(1) to prescribe such uniform rules, regulations, and forms as may be 
required for the submission by State tax authorities of claims for payments 
authorized by this Act; 

(2) to promulgate such uniform rules and regulations as may be neces- 
sary to provide for the making by Federal agencies of the payment author- 
ized by this Act and for the determination of the amounts thereof ; 

(3) to consult, at least once in each calendar year, with the advisory 
committee established under section 12 of this Act with respect to problems 
arising in the administration of this Act; 

(4) upon application by any State tax authority or any Federal agency, 
to hear and determine any question of fact or law concerning (A) the 
liability of any Federal agency to make any payment under this Act, (B) 
the identity of Federal property subject to any payment under this Act, 
or (C) the amount of any such liability, except that no such question shall 
be heard or determined by the Board until the parties to such controvesy 
have exhausted administrative and judicial remedies available to them 
under law in effect within the jurisdiction of the State tax authority con- 
cerned for the determination of any question concerning the nominal Fed- 
eral tax liability with respect to any property as to which such ap lication 
is made; and 

(5) to transmit to the President and to the Congress, as soon as may 
be practicable after the end of each calendar year, a written report con- 
taining a full and complete statement of its activties during such year, 
including— 

(A) The names, salaries, and duties of employees of the Board: 
69937—56—pt. 1——-3 
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(B) an account of the moneys disbursed by the Board; 

(C) a deseription of each proceeding heard or determined by, or 
pending before, the Board ; and 

(D) such recommendations for legislation as the Board may consider 
advisable with respect to the administration of this Act. 


(b) Upon the filing of any application for any determination under this Act, 
the Board (or any member thereof or any examiner designated thereby) may 
summon and join as a party to such proceeding any Federal agency or State 
tax authority found to be a necessary party to the determination sought; hold 
hearings: administer oaths and affirmations; examine witnesses and receive 
evidence at any place in the United States; and require by subpena the at- 
tendance and testimony of witnesses and the production of documentary evi- 
dence deemed to be relevant to the matter under inquiry. Subpenas may be 
signed and issued by any member of the Board or any duly authorized examiner. 
Subpenas shall be issued on behalf of any Federal agency or State tax authority 
which is a party to the proceeding upon request and upon a statement or show- 
ing of general relevance and reasonable scope of the evidence sought. Such 
attendance of witnesses and the production of such documentary evidence may 
be required from any place in the United States at any designated place of 
hearing. Witnesses summoned shall be paid the same fees and mileage paid 
witness in the district courts of the United States. In case of disobedience to a 
subpena, the Board may invoke the aid of any district court of the United States 
in requiring the attendance and testimony of witnesses and the production of 
documentary evidence. Any district court of the United States within the juris- 
diction of which such inquiry is carried on may, in case of contumacy or refusal 
to obey a subpena issued to any person, issue an order requiring such person 
to appear (and to produce documentary evidence if so ordered) and give evidence 
relating to the matter in question; and any failure to obey such order of the 
court may be punished by such court as a contempt thereof. All process issued 
to any individual or person may be served in any judicial district in which such 
individual or person is an inhabitant or is found. 

(c) All hearings conducted under this section shall be public. Each party 
to such proceeding shall have the right to present its case with the assistance of 
counsel: to offer oral or documentary evidence; to submit rebuttal evidence; 
and to conduct such cross-examination as may be required for a full and true 
disclosure of the facts. An accurate stenographic record shall be taken of the 
testimony of each witness, and a transcript of such testimony shall be filed in 
the office of the Board. 

(d) Each determination made by the Board under this section shall be final 
and conclusive upon all State tax authorities and Federal agencies who are 
parties to the proceeding in which such determination is made, and shall not 
be questioned by any court or by any accounting officer of the Government. 


ADVISORY COMMITTEE 


Sec. 12. (a) The President shall establish an advisory committee on Federal 
tax payments composed of twelve members appointed by the President, of whom 
six shall be officers or employees of Federal agencies, three shall be officers or 
employees of State governments, and three shall be officers or employees of other 
State tax authorities. One member shall be designated by the President to serve 
as chairman of the committee. 

(b) It shall be the duty of the committee to— 

(1) study the administration of this Act and problems arising in con- 
nection therewith ; 

(2) consult with the Board, upon its request, in an advisory capacity in 
the solution of such problems; and 

(3) transmit to the President from time to time a report containing a 
summary of the results of its studies, together with its recommendations 
for administrative or legislative changes which it may consider necessary 
or desirable for the efficient, economical, and equitable administration of 
this Act. 

(c) Members of the committee who are officers or employees of any Federal 
agency shall receive no additional compensation for service rendered under this 
Act. Other members may receive such compensation, not in excess of $50 for 
each day of service, as the President shall prescribe. All members shall be 
reimbursed for travel and other expenses necessarily incurred in the performance 
of their duties under this section. All funds disbursed under this section shall 
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be disbursed by the chief clerk of the Board from funds appropriated to the 


soard. 
MISCELLANEOUS ADMINISTRATIVE PROVISIONS 


Sec. 13. (a) Each Federal agency which is the controlling agency for any 
Federal property situated within the territorial jurisdiction of any State tax 
authority which is claimed by such authority to be subject to any payment under 
this Act shall furnish to such authority, upon request made in writing by the 
appropriate officer thereof, such information concerning such property as may 
be lawfully required with regard to property of like kind owned by taxable 
persons within such jurisdiction. 

(b) The failure of any Federal agency to make, or to make timely payment of, 
any payment authorized by this Act shall not subject— 

(1) any Federal agency, or any person who is a purchaser of any property 
from any Federal agency, to the payment of any penalty or penalty interest, 
or to any payment in lieu of any penalty or penalty interest ; or 

(2) any Federal property property to any lien, attachment, foreclosure, 
or other legal proceeding not specifically authorized by this Act. 


APPROPRIATIONS 


Sec. 14. There are hereby authorized to be appropriated to each Federal agency 
such sums as may be required for the discharge of its duties and obligations under 
this Act. 

SEPARABILITY 


Sec. 15. If any provision of this Act, or the application thereof to any Federal 
agency or any State tax authority, is held to be invalid, the remainder of this 
Act, and the application of such provision to other Federal agencies and State 
tax authorities, shall not be affected thereby. 


EFFECTIVE DATE 


Sec. 16. Sections 4, 5, 8, and 9 of this Act shall become effective on July 1, 
1955. All other provisions of this Act shall become effective on the date of enact 
ment of this Act. 





[S. 2100, 84th Cong., 1st sess. ] 


A BILL To prohibit agencies of the United States from entering into contracts under which 
private contractors are constituted agents of the United States to purchase property 
necessary to carry out such contracts 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That, (a) notwithstanding the provisions of 
any other law, no agency of the United States shall, after the date of the enact 
ment of this Act, enter into any contract or agreement with any private person 
whereby such person, for the purpose of purchasing or acquiring property neces 
sary to carry out such contract or agreement, is constituted an agent of the 
United States, or of such agency, with authority to purchase or acquire such 
property in the name of the United States, or of such agency. 

(b) If any contract or agreement entered into by any agency of the United 
States after the date of the enactment of this Act with any private person cor 
tains any provisions which constitute such person an agent of the United States, 
or of such agency, with authority to purchase or acquire in the name of the United 
States, or of such agency, property necessary to carry out such contract, sich 
provisions shall be void insofar as the application of the laws of any State or 
Territory (including the District of Columbia) imposing taxes on the sale or use 
of such property is concerned. 

Sec. 2. For purposes of this Act— 

(a) The term “agency of the United States” means any department, agency, 
or instrumentality of any branch of the Government of the United States, and 
any independent establishment of the Government of the United States. 

(b) The term “private person” does not include an officer or employe of the 
United States or of any agency of the United States. 
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{S. 2377, 84th Cong., 1st sess.] * 


A BILL To amend the Federal Property and Administrative Services Act of 1949 to make 
temporary provision for making payments in lieu of taxes with respect to certain real 
property transferred by the Reconstruction Finance Corporation and its subsidiaries to 
other Government departments 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the table of contents contained in the 
first section of the Federal Property and Administrative Services Act of 1949 is 
hereby amended by inserting immediately below 


“Sec. 605. Dffective date.” 
the following: 


“TITLE VII—PROPERTY TRANSFERRED FROM THE RECONSTRUCTION FINANCE CORPORATION 


“Sec. 701. Declaration of policy. 
“Sec. 702. Definitions. s 
“Sec. 703. Property transferred by the Reconstruction Finance Corporation. 
“Sec. 704. Limitations. 
“Sec. 705. Effective date.” 
Sec. 2. Section 3 of such Act is hereby amended by inserting immediately after 
“As used in” the following: “titles I through VI of.” 
Src. 3. Such Act is hereby further amended by adding at the end thereof the 


following: 


“TrTLtE VII—PrRoprerty TRANSFERRED FROM THE RECONSTRUCTION FINANCE CORPO- 
RATION 


“DECLARATION OF POLICY 


“Src. 701. The Congress recognizes that the transfer of real property having a 
taxable status from the Reconstruction Finance Corporation or any of its sub- 
sidiaries to another Government department has often operated to remove such 
property from the tax rolls of States and local taxing authorities, thereby creat- 
ing an undue and unexpected burden upon such States and local taxing authori- 
ties, and causing disruption of their operations. It is the purpose of this title 
to furnish temporary measures of relief for such States and local taxing authori- 
ties by providing that payments in lieu of taxes shall be made with respect to 
real property so transferred on or after January 1, 1946. 


“DEFINITIONS 


“Sec. 702. As used in this title— 

“(a) The term ‘State’ means each of the several States of the United States 
and the Territories of Alaska and Hawaii. 

“(b) The term ‘real property’ means (1) any. interest in land, and (2) any 
improvement made thereon prior to any transfer thereof occurring on or after 
January 1, 1946, from the Reconstruction Finance Corporation to any other 
Government department, if for the purpose of taxation such interest or improve- 
ment is characterized as real property under the applicable law of the State in 
which such land is located. 

“(c) The term ‘local taxing authority’ means any county or municipality, 
and any subdivision of any State, county, or municipality, which is authorized 
by law to levy and collect taxes upon real property. 

“(d) The terms ‘real property tax’ and ‘real property taxes’ do not include 
any special assessment levied upon real property after the date of a transfer 
of such real property occurring on or after January 1, 1946, from the Recon- 
struction Finance Corporation to any other Government department. 

“(e) The term ‘Government department’ means any department, agency, or 
instrumentality of the United States, except the Reconstruction Finance 
Corporation. 

“(f) The term ‘transfer’ means— 

“(1) a transfer of custody and control of or accountability for the care 
and handling of, any real property, or 
“(2) a transfer of legal title to any real property. 

“(g) The term ‘Reconstruction Finance Corporation’ includes all subsidiaries 

of the Reconstruction Finance Corporation. 


5 See supra, note 1. 
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“PROPERTY TRANSFERRED BY THE RECONSTRUCTION FINANCE CORPORATION 


“Seo. 703. Where real property has been transferred on or after January 1, 
1946, from the Reconstruction Finance Corporation to any Government depart- 
ment, and the title to such real property has been held by the United States 
continuously since such transfer, then on each date occurring on or after Janu- 
ary 1, 1955, and prior to January 1, 1959, on which real property taxes levied 
by any State or local taxing authority with respect to any period become due, 
the Government department which has custody and control of such real property 
shall pay to the appropriate State and local taxing authorities an amount equal 
to the amount of the real property tax which would be payable to each such State 
or local taxing authority on such date if legal title to such real property had 
been held by a private citizen on such date and during all periods to which such 
date relates. 

“LIMITATIONS 


“Src. 704. (a) The failure of any Government department to make, or to make 
timely payment of, any payment authorized by section 708 shall not subject 

*“(1) any Government department, or any person who is a subsequent 
purchaser of any real property from any Government department, to the 
payment of any penalty or penalty interest, or to any payment in lieu of 
any penalty or penalty interest; or 

“(2) any real estate or other property or property right to any lien, 
attachment, foreclosure, garnishment, or other legal proceeding. 

“(b) No payment shall be made under section 703 with respect to any real 
property of any of the following categories: 

(1) Real property taxable by any State or local taxing authority under 
any provision of law, or with respect to which any payment in lieu of taxes 
is payable under any other provision of law. 

“(2) Real property used or held primarily for any purpose for which 
real property owned by any private citizen would be exempt from real prop- 
erty tax under the constitution or laws of the State in which the property is 
situated. 

“(3) Real property used or held primarily for the rendition of service to 
or on behalf of the local public, including (but not limited to) the following 
categories of real property: courthouses; post offices and other property 
used for purposes incidental to postal operations; and federally owned air- 
ports maintained and operated by the Civil Aeronautics Administration. 

“(4) Office buildings and facilities which are an integral part of, or are 
used for purposes incidental to the use made of, any properties described in 
paragraph (1), (2), or (3) of this subsection. 

“(c) Nothing contained in this title shall establish any liability of any Gov- 
ernment department for the payment of any payment in lieu of taxes with respect 
to any real property for any period before January 1, 1955, or after December 
31, 1958. 

“EFFECTIVE DATE 


“Src. 705. This title shall take effect as of January 1, 1955.” 





[S. 2390, 84th Cong., 1st sess.] 


A BILL To consent to the taxation of certain Federal property by State and local tax 
authorities, to provide for the payment to such authorities of sums in lieu of taxes with 
respect to.certain other Federal property, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Federal 


=e 


Property Tax Payment Act of 1955”. 


DECLARATION OF POLICY 


Src. 2. (a) Although the United States is under no constitutional obligation to 
pay taxes, or to make financial contributions in lieu of taxes, to any State or any 
political subdivision or instrumentality thereof with respect to any property of 
the Federal Government, it is hereby declared to be the policy of the United 
States to make hereafter such tax payments and contributions in lieu of taxes 
on account of such property as may be fair and equitable to compensate the States 
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and their political subdivisions and instrumentalities for tax revenue of which 
they are deprived by reason of the ownership or control by the Federal Govern- 
ment of property within the States. 

(b) It is the purpose of this Act to remove, as far as practicable, inequities 
existing between taxpayers of State and local governments, on the one hand, 
and taxpayers of the Federal Government, on the other hand, in the distribution 
of governmental costs incident to property owned or used by the Federal 
Government. 

(c) In consideration for the payments authorized by this Act, the Congress 
expects that the several State governments, and all political subdivisions and 
instrumentalities thereof, when so requested, will make all public services nor- 
mally provided by them available to and with respect to the Federal Government, 
its property, and its officers and employees, upon the same terms and conditions 
as such services are made available to or with respect to other property and 
individuals. 

(d) The Congress reserves the right to amend, modify, or repeal the provisions 
of this Act. 


DEFINITIONS 


Sec. 3. As used in this Act- 

(a) The term “Federal agency” means any department, agency, office, or inde- 
pendent establishment in the executive, legislative, or judicial branch of the 
Government of the United States, and any corporation now or hereafter subject 
to the provisions of title I of the Government Corporation Control Act (31 
U. S. C. 846); 

(b) The term “Federal property” means any property the legal title to which 
is held by the United States or any Federal agency ; 

(c) The term “controlling agency,” when used in relation to any Federal prop- 
erty, means the Federal agency which is charged with the duty of administering 
such property ; 

(d) The term “Board” means the Federal Tax Payments Board established 
by this Act; 

(e) The term “State” means any State of the United States; 

(f) The term “State tax authority” means any State and any county, city, 
municipality, tax district, or other political subdivision or public entity thereof 
having authority under the law of such State to levy and collect within its terri- 
torial jurisdiction any tax or special assessment ; 

(zg) The term “person” means any individual, partnership, association composed 
of individuals, or private corporation ; 

(h) The term “tax” means any tax of general application levied according to 
value by any State tax authority upon property situated within its territorial 
jurisdiction, but does not include (1) any tax levied upon the manufacture, 
purchase, sale, transfer, or use of any property, or (2) any tax levied or fee 
imposed for the procurement of any license, permit, or other authorization to 
engage in any form of activity; 

(i) The term “tax year,” when used in relation to any tax, means a period of 
ene year, beginning with (1) the first date on which liability for the payment 
thereof is established under law in effect within the State tax authority imposing 
such tax, or (2) if no such date is ascertainable under such laws, the first day 
of the assessment period prescribed under such law for such tax; 

(j) The term “taxable person,” when used in relation to the payment of any 
tax, means any person who is the owner of any property and who is not, by 
reason of his status or the use made of such property, exempt from obligation 
to pay such tax; 

(k) The term “special assessment” means any levy, other than a tax, imposed 
by any State tax authority directly upon real property situated within its 
territorial jurisdiction to defray the cost of any public improvement, and 
equitably apportioned according to the benefit conferred by such inprovement 
upon such property ; 

(1) The term “property” means any real property or tangible personal 
property ; 

(m) The term “real property”, when used in relation to any tax or special 
assessment, means any interest in land, and any improvement thereon if such 
improvement constitutes real property under law in effect within the State tax 
authority imposing such tax or special assessment ; 

(n) The term “tangible personal property”, when used in relation to any tax, 
means any physical object, other than real property, defined as tangible personal 
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property by law in effect within the State tax authority imposing such tax, but 
does not include any coin, bullion, currency, credit, security, or chose in action: 

(o) The term “industrial or commercial use,” when used in relation to any 
Federal property, includes any use made of such property for (1) the mining, 
manufacturing, fabrication, or repair of any article or commodity, (2) the 
generation of electrical energy, (3) the transportation of individuals or property, 
(4) the storage of property, and (5) the sale or leasing of commodities or 
services ; 

(p) The term “governmental use’, when used in relation to any Federal prop 
erty, means any use made of such property other than (1) an industrial or com 
mercial use, or (2) use for the housing of individuals for which rent is received ; 
and 

(q) The term “local governmental use”, when used in relation to any Federal 
property, means any governmental use made of such property for the purpose of 
rendering public service to or for persons residing within the vicinity of such 
property. 


’ 


CONSENT TO TAXATION OF CERTAIN FEDERAL PROPERTY 


Sec. 4. (a) Except as otherwise provided by this Act, all Federal property of 
the following classes situated within the territorial jurisdiction of any State tax 
authority shall be subject to the assessment and collection of any tax imposed 
by such authority to the same extent and under the same conditions as other 
property of like class situated within such jurisdiction— 

(1) any property legal title to which is held by a Federal agency to 
secure any Federal agency against loss in connection with any loan, contract 
of insurance, or guaranty; and 

(2) any property legal title to which is held by any Federal agency but 
which has been leased, or sold under a conditional sale contract, to any 
taxable person. 

(b) Tax payments authorized by subsection (a) with respect to any prop- 
erty shall be made by the Federal agency which is the controlling agency for 
such property at the beginning of the tax year for which such tax is imposed. 
If such agency ceases to exist before such payment is made, payment shall be 
made by the Federal agency which is the successor of such controlling agency, 
as determined by the Director of the Bureau of the Budget. 


PAYMENTS IN LIEU OF TAXES WITH RESPECT TO CERTAIN FEDERAL PROPERTY 


Sec. 5. (a) Except as otherwise provided by this Act, payments in lieu of 
taxes shall be made to each State tax authority for each fiscal year with respect 
to all Federal property (other than property subject to tax under section 2) of 
the following classes situated within the territorial jurisdiction of such 
authority: 

(1) Any property devoted to commercial or industrial use by any Federal 
agency or by any other person acting, directly or indirectly, for or on behalf 
of any Federal agency; 

(2) Any property devoted to the housing of individuals for which rent is 
received ; and 

(3) Any property devoted primarily to any other use except a local govern- 
mental use, 

(b) Subject to limitations contained in this Act, the aggregate amount of 
the payments authorized by subsection (a) to be made to each State tax author- 
ity for each fiscal year shall be a sum equal to— 

(1) the nominal Federal tax liability, which shall be the aggregate 
amount of the taxes which would be payable to such authority during 
such year with respect to all property of the classes specified in subsection 
(a) if legal title to such property were held by a taxable person for that 
portion of the applicable tax year during which such title was held by one 
or more Federal agencies; reduced by 

(2) the Federal credit against tax liability, which shall be the aggre- 
gate value of governmental services of kinds normally furnished by State 
tax authorities which, during such fiscal year, were furnished within the 
territorial jurisdiction of such authority by Federal agencies, computed 
upon the basis of the unit cost incurred by such authority in providing, like 
services, or (in the absence of such data) the unit cost therefor incurred by 
comparable State tax authorities in the same vicinity; and increased by 
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(3) the Federal specific liability, which shall be the aggregate amount 
of the expenditures incurred by such authority during such fiscal year in 
furnishing to or on behalf of all such Federal property services of kinds 
not customarily furnished by such authority to or on behalf of other prop- 
erties of like class. 

(c) No payment shall be made under this section to any State tax authority 
for any fiscal year with respect to any Federal property unless such authority— 

(1) files with the Federal agency which is the controlling agency for such 
property a claim, in such form and containing such information as the Board 
shall prescribe, for payment under this section with respect to all Federal 
property subject to such payment which is controlled by such agency within 
the territorial jurisdiction of such authority ; 

(2) files with such claim an itemized statement of (A) the property with 
respect to which such claim is made; (B) the assessed valuation placed by 
such authority upon such property; (C) the nominal Federal tax liability 
claimed with respect to such property; (D) the tax rate or rates applied 
in computing the amount of the nominal Federal tax liability of such 
agency; (E) the amount of the Federal credit against tax liability accorded 
to such agency in computing the amount claimed from such agency under 
this section; and (fF) the amount of any Federal specific liability included 
in such claim for payment ; 

(3) files with such claim a detailed statement of the procedural action 
which may be taken by such agency to obtain administrative review, or 
judicial review, or both, with respect to the nominal Federal tax liability 
of such agency with respect to any such property ; 

(4) for the purpose of determining the amount of the nominal Federal 
tax liability of such Federal agency under subsection (b), makes available 
to such agency all substantive and procedural rights, administrative and 
judicial, which would be available under law in effect within such authority 
in determining the valuation of such property, the rate of tax applicable 
thereto, and the amount of the tax which would be payable with respect 
thereto if such property were owned by a taxable person; and 

(5) for such purpose treats such property in all respects in a manner at 
least as favorable as the treatment accorded to property of like kind owned 
by taxable persons. 

(d) Each payment authorized by this section with respect to any property 
shall be made by the Federal agency which is the controlling agency for such 
property at the beginning of the fiscal year for which such payment is due. 
If such agency ceases to exist before such payment is made, payment shall be 
made by the Federal agency which is the successor of such controlling agency, 
as determined by the Director of the Bureau of the Budget. 

(e) Whenever any Federal agency and any State tax authority fail to agree 
with respect to any question concerning the identity of Federal property claimed 
to be subject to payments under this section, the amount of the Federal credit 
against tax liability or the amount of the Federal specific tax liability to be 
included in computing the amount of any payment to be made by such agency 
under this section to such authority with respect to any Federal property, appli- 
cation may be made by such agency or by such authority to the Board for the 
determination of such question. 

(f) Whenever properties subject to payments under this section which are 
situated within the territorial jurisdiction of any State tax authority are con- 
trolled by more than one Federal agency, and determination of the amount so 
payable by any such agency involves any question concerning the allocation 
among two or more such agencies of the amount of the Federal credit against 
tax liability or the amount of the Federal specific tax liability which shall be 
included in computing the aggregate amount of the payments to be made to such 
authority with respect to all such properties, such authority shall apply to the 
Board for the determination of such question. 


EXCLUDED PROPERTIES 


Sec. 6. (a) No payment shall be made under section 4 or section 5 to any State 
tax authority with respect to any Federal property— 
(1) acquired by any Federal agency before September 8, 1939; 
(2) subject to taxation by such authority, or with respect to which any 
payment in lieu of taxes is authorized to be made to such authority, under 
any other provision of law; or 
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(3) subject to any revenue sharing arrangement, entered into under au- 
thority of Federal law, under which any portion of the revenue derived from 
its use or sale or from any product of such property, is paid to such authority. 

(b) No such payment shall be made with respect to any Federal property 
which— 

(1) if privately owned or controlled, would be exempt from tax because 
of the use to which it is devoted ; 

(2) is devoted primarily to any local governmental use, including (with- 
out limitation) any courthouse: post office; property used for any purpose 
incidental to local postal operations; weather station or observation post ; 
assay office; local irrigation or sanitation project; airport maintained and 
operated by the Civil Aeronautics Administration; or any plant, farm, 
station, laboratory, or other property devoted to any experimental, testing, 
or research purpose rendered primarily to the local public. 

(c) No such payment shall be made with respect to any— 

(1) office building which is not devoted to any industrial or commercial 
use and is not included within any class of properties listed in section 
4 (a); 

(2) customs house; 

(3) facility for coining money or printing currency ; 

(4) bullion depository ; 

(5) river or harbor improvement ; 

(6) prison, reformatory, or detention farm : 

(7) hospital, dispensary, clinic, or other medical facility ; 

(8) home for the aged or sanatorium ; 

(9) quarantine or immigration station ; 

(10) cemetery ; 

(11) aid to navigation administered by the United States Coast Guard; 

(12) beacon or other aid to air navigation administered by the Civil Aero- 
nautics Administration ; 

(13) facility used in the performance by any Federal agency of any police, 
investigative, or regulatory function, except any such function performed in- 
cidental to the administration of property of any class listed in section 4 (a) 
or section 5 (a); or 

(14) post, camp, station, fort, armory, airfield, proving ground, or other 
installation administered by any of the Armed Forces of the United States, 
except to the extent that any such installation may be devoted to any indus- 
trial or commercial use. 

(d) No such payment shall be made with respect to any— 

(1) stock of strategic or critical material or any agricultural commodity in 
the custody of any Federal agency; or 

(2) other personal property unless such property is devoted to an indus- 
trial or commercial use. 


LIMITATIONS ON PAYMENTS IN LIEU OF TAXES 


Sec. 7. (a) Whenever the aggregate amount of the payments authorized by sec- 
tion 5 to be made for any fiscal year to any State tax authority by one or more 
Federal agencies with respect to all property of the classes described in para- 
graphs (1) and (3) of section 5 (a) exceeds the aggregate amount of the taxes 
levied by such authority upon all taxable property situated within its territorial 
jurisdiction which is not Federal property, any such Federal agency may apply 
to the Board for an order requiring a reduction in the amount so payable by such 
Federal agency. Upon the filing of such application, the Board shall give notice 
thereof to such authority and to each Federal agency subject to any such payment, 
and after hearing shall determine whether the payment of the aggregate amount 
payable by such agencies under section 5 would confer upon such authority un- 
warranted benefit contrary to the interest of taxpayers of the United States. If 
the Board determines that the payment of such aggregate amount would confer 
such unwarranted benefit, it shall prescribe (1) such lower aggregate amount as 
it shall determine to be fair and equitable, and (2) the portion thereof to be paid 
by each such Federal agency. The aggregate amount so prescribed shall be a 
sum not less than the aggregate amount of the taxes levied by such authority for 
the applicable tax year upon taxable property situated within its territorial juris- 
diction which is not Federal property. The portion thereof to be paid by each 
such Federal agency shall be a sum which has the same relationship to such aggre- 
gate amount as the assessed valuation of all property administered by such agency 
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with respect to which such payment is made has to the total assesed valuation of 
all property administered by all Federal agencies with respect to which all such 
payments are made. 

(b) Whenever any State tax authority fails to furnish to property administered 
by any Federal agency, or to any officer or employee thereof, or to the family of 
any such officer or employee, any service furnished by such authority to any other 
property or resident upon the same terms upon which such service is furnished 
to such other property or resident, and such agency has not expressly waived the 
furnishing of such service as unnecessary or undesirable, no payment shall be 
made under section 5 to such authority by any Federal agency for any tax year 
during which such failure occurs. 


TRANSITIONAL PAYMENTS IN LIEU OF TAXES 


Sec. 8. (a) In addition to the payments authorized by section 5, payments in 
lieu of taxes shall be made to each State tax authority with respect to all Federal 
property situated within the territorial jurisdiction of such authority which— 

(1) is of any class listed in section 6 (c), but is not included within any 
class described in section 6 (b) or section 6 (d) ; 

(2) was acquired by the United States or any Federal agency from a tax- 
able person on or after the date which is ten years before the date of enact- 
ment of this Act; and 

(3) is not subject to the payment of any tax under section 2. 

(b) The aggregate amount of the payments made under subsection (a) with j 








respect to any such property acquired by the United States or any Federal agency 
on or after the effective date of this Act shall be the following: for each of the 
first two fiscal years beginning after the date of such acquisition, a sum equal ; 
to the average annual amount of the taxes levied by such authority upon such 7 
property during the two complete tax years which immediately preceded the date ; 
of such acquisition; for each of the next two fiscal years, an amount equal to 

80 per centum of such sum; for each of the next two fiscal years, an amount equal % 
to 60 per centum of such sum; for each of the next two fiscal years, an amount 4 
equal to 40 per centum of such sum; for each of the next two fiscal years, an ; 
amount equal to 20 per centum of such sum; and thereafter no further payments 

shall be made. If any tax was paid by any person with respect to any such i 
property for the tax year in which such property was so acquired, the amount d 
of the tax payment so made shall be deducted from the amount of the payment 
made under this section for the first fiscal year beginning after such acquisition, 
but such tax payment shall be included in computing the amount of the payment 
authorized to be made under this section for each succeeding fiscal year. 

(c) The aggregate amount of the payments made under subsection (a) with 
respect to any such property acquired by the United States or any Federal agency 
before the effective date of this Act shall be determined in the manner prescribed 
by subsection (b); except that no payment shall be made for any fiscal year 
which ended before the effective date of this Act, but for the purpose of deter- 
mining the amount payable under this section for each succeeding fiscal year 
payment shall be deemed to have been made pursuant to subsection (b) for each 
fiscal year which ended before the effective date of this Act. 

(d) The provisions of paragraph (1) of subsection (c), and subsections (d), 
(e), and (f), of section 5 shall apply to payments made under this section to 
the same extent and with the same effect as if such payments were authorized 
to be made under section 5. The prohibition contained in section 7 (b) shall 
apply to payments made under this section. 





CONSENT TO LEVY OF SPECIAL ASSESSMENTS 


Sec. 9. (a) Except as otherwise provided by this Act, all Federal property 
situated within the territorial jurisdiction of any State tax authority shall be 
subject to the levy and collection of any special assessment upon real property 
to the same extent and under the same conditions as other property of like class 
situated within such jurisdiction whenever such assessment is levied upon 
non-Federal as well as Federal property. No payment shall be made under 
this subsection unless such authority treats all Federal property subject to 
such payment in all respects in a manner at least as favorable as the treat- 
ment accorded to property of like kind owned by taxable persons. 

(b) Payment of any portion of any special assessment authorized by sub- 
section (a) with respect to any property shall be made by the Federal agency 
which is the controlling agency for such property at the time such portion be- 
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comes due and payable under law in effect within the State tax authority im- 
posing such special assessment. If such agency ceases to exist before such 
payment is made, payment shall be made by the Federal agency which is the 
successor of such controlling agency, as determined by the Director of the 
Bureau of the Budget. 


INFORMATION CONCERNING FEDERAL PROPERTY 


Sec. 10. Each Federal agency which is the controlling agency for any Federal 
property situated within the territorial jurisdiction of any State tax authority 
which is claimed by such authority to be subject to any payment under this Act 
shall furnish to such authority, upon request made in writing by the appro- 
priate offcer thereof, such information concerning such property as may be 
lawfully required with regard to property of like kind owned by taxable per- 
sons within such jurisdiction. 


FEDERAL TAX PAYMENTS BOARD 


Sec. 11. (a) There is hereby established the Federal Tax Payments Board, 
which shall be composed of three members appointed by the President by and 
with the advice and consent of the Senate. Not more than two members of the 

toard shall be members of the same political party. Of the original members, 

one shall be appointed for a term of one year, one for a term of two years, and 
one for a term of three years. Succeeding members of the Board shall be ap- 
pointed for terms of three years each, except that any individual appointed to 
fill a vacancy shall be appointed for the unexpired term of the member whom he 
succeeds. The President shall designate one member to serve as chairman of 
the Board. Any member of the Board may be removed by the President, after 
notice and hearing, for malfeasance in office, neglect of duty, or incompetence, 
but for no other cause. 

(b) A vacancy in the Board shall not impair the right of the remaining mem- 
bers to exercise all the powers of the Board, and two members shall at all times 
constitute a quorum. The Board shall have an official seal which shall be 
judicially noticed. 

(c) Each member of the Board shall receive a salary of $15,000 a year, shall 
be eligible for reappointment, and shall not engage in any other business, voca- 
tion, or employment. 

(d) The Board may appoint and fix the compensation of a chief clerk and such 
examiners and other personnel as may be necessary for the performance of its 
functions. 

(e) The Board may make such rules and regulations, not inconsistent with 
the provisions of this Act, as may be necessary for the performance of its duties. 


POWERS AND DUTIES OF THE BOARD 


Sec. 12. (a) It shall be the duty of the Board 

(1) to prescribe such uniform rules, regulations, and forms as may be 

required for the submission by State tax authorities of claims for payments 
authorized by this Act; 

(2) to promulgate such uniform rules and regulations as may be necessary 
to provide for the making by Federal agencies of the payments authorized 
by this Act and for the determination of the amounts thereof ; 

(3) to consult, at least once in each calendar year, with the advisory com- 
mittee established under section 12 of this Act with respect to problems aris- 

ing before, the Board; and 

(4) upon application by any State tax authority or any Federal agency, 
to hear and determine any question of fact or law concerning (A) the liabil- 
ity of any Federal agency to make any payment under this Act, (B) the 
identity of Federal property subject to any payment under this Act, or (C) 
the amount of any such liability, except that no such question shall be heard 
or determined by the Board until the parties to such controversy have ex- 
hausted administrative and judicial remedies available to them under law 
in effect within the jurisdiction of the State tax authority concerned for the 
determination of any question concerning the nominal Federal tax liability 
with respect to any property as to which such application is made; and 

(5) to transmit to the President and to the Congress, as soon as may be 
practicable after the end of each calendar year, a written report containing 
a full and complete statement of its activities during such year, including— 
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(A) the names, salaries, and duties of employees of the Board; 

(B) an account of the moneys disbursed by the Board; 

(C) description of each proceeding heard or determined by, or pend- 
ing before, the Board; and 

(D) such recommendations for legislation as the Board may consider 
advisable with respect to the administration of this Act. 

(b) Upon the filing of any application for any determination under this Act, 
the Board (or any member thereof or any examiner designated thereby) may 
summon and join as a party to such proceeding any Federal agency or State 
tax authority found to be a necessary party to the determination sought; hold 
hearings; administer oaths and affirmations; examine witnesses and receive 
evidence at any place in the United States ; and require by subpena the attendance 
and testimony of witnesses and the production of documentary evidence deemed 
to be relevant to the matter under inquiry. Subpenas may be signed and issued 
by any member of the Board or any duly authorized examiner. Subpenas shall 
be issued on behalf of any Federal agency or State tax authority which is a 
party to the proceeding upon request and upon a statement or showing of 
general relevance and reasonable scope of the evidence sought. Such attendance 
of witnesses and the production of such documentary evidence may be required 
from any place in the United States at any designated place of hearing. Wit- 
nesses summoned shall be paid the same fees and mileage paid witnesses in 
the district courts of the United States. In case of disobedience to a subpena, 
the Board may invoke the aid of any district court of the United States in 
requiring the attendance and testimony of witnesses and the production of 
documentary evidence. Any distdrict court of the United States within the 
jurisdiction of which such inquiry is carried on may, in case of contumacy or 
refusal to obey a subpena issued to any person, issue an order requiring such 
person to appear (and to produce documentary evidence if so ordered) and give 
evidence relating to the matter in question; and any failure to obey such order 
of the court may be punished by such court as a contempt thereof. All process 
issued to any individual or person may be served in any judicial district in which 
such individual or person is an inhabitant or is found. 

(c) All hearings conducted under this section shall be public. Each party to 
such proceeding shall have the right to present its case with the assistance of 2 
counsel ; to offer oral or documentary evidence; to submit rebuttal evidence; and 
to conduct such cross-examination as may be required for a full and true dis- 
closure of the facts. An accurate stenographic record shall be taken of the 
testimony of each witness, and a transcript of such testimony shall be filed in 
the office of the Board. 

(d) Each determination made by the Board under this section shall be final 
and conclusive upon all State tax authorities and Federal agencies who are parties 
to the proceeding in which such determination is made, and shall not be ques- 
tioned by any court or by any accounting officer of the Government. 
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FEDERAL TAX PAYMENTS ADVISORY COMMITTEE 





Sec. 13. (a) The President shall establish an advisory committee on Federal 
tax payments composed of twelve members appointed by the President, of whom 
six shall be officers or employees of Federal agencies, three shall be officers 
or employees of State governments, and three shall be officers or employees of 
other State tax authorities. One member shall be designated by the President 
to serve as chairman of the committee. 

(b) It shall be the duty of the committee to— 


(1) study the administration of this Act and problems arising in connection 
therewith ; 

(2) consult with the Board, upon its request, in an advisory capacity in 
the solution of such problems; and 

(3) transmit to the President from time to time a report containing a 
summary of the results of its studies, together with its recommendations 
for administrative or legislative changes which it may consider necessary 
or desirable for the efficient, economical, and equitable administration of 
this Act. 

(c) Members of the committee who are officers or employees of any Federal 
agency shall receive no additional compensation for service rendered under this 
Act. Other members may receive such compensation, not in excess of $50 for 
each day of service, as the President shall prescribe. All members shall be re- 
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imbursed for travel and other expenses necessarily incurred in the performance 
of their duties under this section. All funds disbursed under this section shall 
be disbursed by the chief clerk of the Board from funds appropriated to the 
Board. 

ACTION FOR COLLECTION OF PAYMENTS 


Sec. 14. (a) Whenever any State tax authority has duly filed with any Federal 
agency a claim for any payment under this Act and any part of such claim has 
not been paid, such authority may file, subject to the provisions of subsection 
(b), an action to recover that portion of such claim which remains unpaid. Such 
uction may be filed in the district court of the United States for the disrtict 
within which such authority maintains its principal executive or administrative 
office. Such court shall have jurisdiction to hear and determine such matter, and 
to enter in such action such judgment or order as it shall determine to be re- 
quired to carry into effect the provisions of this Act. Any judgment or final 
order so entered shall be subject to appeal pursuant to section 1291 of title 28 
of the United States Code. 

(b) Action upon any such claim may be instituted under this section by any 
State tax authority upon the expiration of a period of one year after (1) the 
filing of such claim under section 6 (a), or (2) the completion of any administra- 
tive or judicial proceeding instituted in conformity with the provisions of this 
Act for the determination of the amount due under such claim, whichever is later. 
No action shall be brought under this section after the expiration of six years 
following the first date on which such action could have been instituted. 

(c) Process in any action instituted under this section against any Federal 
agency may be served upon the chief administrative officer of such agency who 
maintains an office within the judicial district in which such action is instituted, 
or upon the head of such agency. 

(d) The failure of any Federal agency to make, or to make timely payment of, 
any payment authorized by this Act shall not subject— 

(1) any Federal agency, or any person who is a purchaser of any property 
from any Federal agency, to the payment of any penalty or penalty interest, 
or to any payment in lieu of any penalty or penalty interest; or 

(2) any Federal property to any lien, attachment, foreclosure, or other 
legal proceeding not specifically authorized by this Act. 


APPROPRIATIONS 


Sec. 15. There are hereby authorized to be appropriated to each Federal agency 
such sums as may be required for the discharge of its duties and obligations 
under this Act. 

SEPARABILITY 


Sec. 16. If any provision of this Act, or the application thereof to any Federal 
agency or any State tax authority, is held to be invalid, the remainder of this 
Act, and the application of such provision to other Federal agencies and State 
tax authorities, shall not be affected thereby. 


EFFECTIVE DATE 
SEc. 17. Sections 4, 5, 8, and 9 of this Act Shall become effective on July 1, 


1956. All other provisions of this Act shall become effective on the date of 
enactment of this Act. 





[S. 2754, 84th Cong., 1st sess.] 


A BILL To authorize the taxation of certain Federal real property by State and local tax 
authorities, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Federal 
Real Property Tax Act of 1955”. 

DEFINITIONS 
Sec. 2. As used in this Act— . 
(a) The term “Federal agency” means any department, agency, office, or inde- 


pendent establishment in the executive, legislative, or judicial branch of the 
Government of the United States, and any corporation now or herafter subject 


































































42 PAYMENTS TO STATE OR LOCAL TAXING UNITS 


to the provisions of title I of the Government Corporation Control Act (3 
U. S. C. 846) ; 

(b) The term “Federal property” means any real property the legal title to 
which is held by the United States or any Federal agency ; 

(c) The term “controlling agency”, when used in relation to any Federal prop- 
erty, means the Federal agency which is charged with the duty of administering 
such property ; 

(d) The term “State” means any State of the United States; 

(e) The term “State tax authority’ means any State, and any county, city, 
municipality, tax district, or other political subdivision or public entity thereof 
having authority under the law of such State to levy and collect within its terri- 
torial jurisdiction any tax or special assessment ; 

(f) The term “tax” means any tax of general application levied according to 
value by any State tax authority upon real property situated within its terri- 
torial jurisdiction ; 

(g) The term “taxable person”, when used in relation to the payment of any 
tax, means any person who is the owner of any real property and who is not, 
by reason of his status or the use made of such property, exempt from obligation 
to pay such tax; 

(h) The term “special assessment” means any levy, other than a tax, im- 
posed by any State tax authority directly upon real property situated within its 
territorial jurisdiction to defray the cost of any public improvement, and equi- 
tably apportioned according to the benefit conferred by such improvement upon 
such property ; 

(i) The term “real property”, when used in relation to any tax or special 
assessment, means any interest in land, and any improvement thereon if such 
improvement constitutes real property under law in effect within the State tax 
authority imposing such tax or special assessment ; and 

(j) The term “person” means any individual, partnership, association com- 
posed of individuals, or private corporation. 





CONSENT TO TAXATION OF CERTAIN FEDERAL PROPERTY 





Sec. 3. (a) Except as otherwise provided by this Act, all Federal property 
situated within the territorial jurisdiction of any State tax authority shall be 
subject to the assessment and collection of any tax imposed by such authority to 
the same extent and under the same conditions as other property of like class 
situated within such jurisdiction. 

(b) No consent is granted by this section to any payment to any State tax 
authority with respect to any Federal property which— 

(1) if privately owned or controlled, would be exempt from tax because 
of the use to which it is devoted; 

(2) is the subject of any revenue sharing arrangement, entered into under 
authority of Federal law, where such revenue equals, or exceeds, the tax 
which would otherwise be levied in the regular manner ; 

(3) is devoted primarily to use as a United States courthouse; post office ; 
postal facility ; customhouse ; assay office; facility for coining money or print- 
ing currency; bullion depository; national monument; prison, reformatory, 
detention farm, or disciplinary barracks; hospital, dispensary, clinic, or 

other medical facility ; sanatorium, home for the aged, or facility providing 
domiciliary care; or cemetery. 


CONSENT TO LEVY OF SPECIAL ASSESSMENTS 





Sec. 4. Except as otherwise provided by this Act, all Federal property situated 
within the territorial jurisdiction of any State tax authority shall be subject to 
the levy and collection of any special assessment upon real property to the same 
extent and under the same conditions as other property of like class situated 
within such jurisdiction. 


PAYMENT OF TAXES AND SPECIAL ASSESSMENTS 


Sec. 5. (a) Payment of any tax or special assessment authorized by section 
3 or section 4 with respect to any Federal property shall be made by the Federal 
agency which is the controlling agency for such property at the time such tax 
or special assessment becomes due and payable under law in effect within the 
State tax authority imposing such tax or levying such special assessment. If 
such agency ceases to exist before payment is made, payment shall be made by the 
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Federal agency which is the successor of such controlling agency, as determined 
by the Director of the Bureau of the Budget. 

(b) Each Federal agency which is the controlling agency for any Federal 
property situated within the territorial jurisdiction of any State tax authority 
which is claimed by such authority to be subject to any payment under this Act 
shall furnish to such authority, upon request made in writing by the appropriate 
officer thereof, such information concerning such property as may be lawfully 
required with regard to property of like kind owned by taxable persons within 
such jurisdiction. 

LIMITATIONS 


Sec. 6. (a) No payment shall be made under this Act to any State tax authority 
with respect to any Federal property unless such authority— 

(1) files with the Federal agency which is the controlling agency for such 
property a claim, in such form and containing such information as the Direc- 
tor of the Bureau of the Budget shall prescribe, for payment under this 
Act with respect to such Federal property ; 

(2) files with such claim an itemized statement of (A) the property with 
respect to which such claim is made; (B) the assessed valuation placed by 
such authority upon such property; (C) the nature and amount of the Fed- 
eral liability claimed with respect to such property; and (D) the tax rate 
or rates applied in computing the amount of such liability : 

(3) files with such claim a detailed statement of the procedural action 
which may be taken by such agency to obtain under law in effect in sueh State 
tax authority administrative review or judicial review, or both, with respect 
to the liability of such agency for the payment of such claim in whole or in 
part; 

(4) for the purpose of determining the existence and amount of such 
liability, makes available to such agency all substantive and procedural 
rights, administrative and judicial, which would be available under law 
in effect within such authority, in determining the valuation of such prop- 
erty, the rate of tax or assessment applicable thereto, and the amount of the 
tax or assessment which would be payable with respect thereto if such 
property were owned by a taxable person ; and 

(5) for such purpose treats such Federal property in all respects in a 
manner at least as favorable as the treatment accorded to property of like 
kind owned by taxable persons. 

(b) The failure of any Federal agency to make, or to make timely payment of, 
any payment authorized by this Act shall not subject 

(1) any Federal agency, or any person who is a purchaser of any property 
from any Federal agency, to the payment of any penalty or penalty interest, 
or to any payment in lieu of any penalty or penalty interest ; or 

(2) any Federal property to any lien, attachment, foreclosure, or other 
legal process or proceeding not expressly authorized by this Act. 

(c) No consent is granted by this Act to any payment to any State tax author- 
ity with respect to any Federal property for any period for which any payment 
of taxes, or any payment in lieu of taxes, is made to such authority with respect 
to the same property under any other provision of law. Whenever any Federal 
property is subject to any tax payment under this Act to any State tax authority 
for any period, and also is subject to any payment of taxes or any payment in 
lieu of taxes under any other provision of law for the same period, such authority 
mav eleet to claim and receive with respect to such property payment for such 
period under this Act or under such other provision of law. 


ACTION FOR COLLECTION OF TAXES 


Sec. 7. (a) Whenever any State tax authority has duly filed with any Federal 
agency a claim for the payment under this Act of any tax or special assessment, 
and any part of such claim has not been paid, such authority may file, subject 
to the provisions of subsection (b), an action to recover that portion of such 
claim which remains unpaid. Such action may be filed in the district court of the 
United States for the district within which such authority maintains its principal 
executive or administrative office. Such court shall have jurisdiction to hear and 
determine such matter, and to enter in such action such judgment or order as it 
shall determine to be required to carry into effect the provisions of this Act. 
Any judgment or final order so entered shall be subject to appeal pursuant to 
section 1291 of title 28 of the United States Code. 
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(b) Action upon any such claim may be instituted under this section by any 
State tax authority upon the expiration of a period of one year after (1) the 
filing of such claim under section 6 (a), or (2) the completion of any administra- 
tive or judicial proceeding instituted by the Federal agency against which such 
claim was made under law in effect within such State tax authority for the deter- 
mination of the amount due under such claim, whichever is later. No action shall 
be brought under this section after the expiration of six years following the first 
date on which such action could have been instituted. 

« (c) Process in any action instituted under this section against any Federal 
agency may be served upon the chief administrative officer of such agency who 
maintains an office within the judicial district in which such action is instituted, 
or upon the head of such agency. 














APPROPRIATIONS 


Sec. 8. There are hereby authorized to be appropriated to each Federal agency 
such sums as may be required for the discharge of its duties and obligations 
under this Act. 

SEPARABILITY 


Seo. 9. If any provision of this Act, or the application thereof to any Federal 
agency or any State tax authority, is held to be invalid, the remainder of this 
Act, and the application of such provision to other Federal agencies and State 
tax authorities, shall not be affected thereby. 









EFFECTIVE DATE 

Sec. 10. This Act shall be effective with respect to any tax levied for any 
period beginning after June 30, 1946, and with respect to any special assessment 
levied after such date. 

Senator Humpurey. In view of the reluctance of the executive 
branch agencies to report on these bills prior to the receipt of the 
report of the Commission on Intergovernmental Relations, the com- 
mittee staff has not been able to complete all of the necessary staff 
memorandums on them. When these studies have been completed, 
they will be placed in the record at this point. 

(The memorandums above referred to are as follows:) 











SENATE COMMITTEE ON GOVERNMENT OPERATIONS 


FEeBruary 19, 1955. 






Staff Memorandum No. 84-14. 


Subject: S. 826 (Mr. Bender)—to provide for payments by the Federal Govern- 
ment to States for local taxing units adversely affected by Federal acquisi- 
tion, ownership, or use of defense production facilities, to provide for the 
taxation of certain Federal properties, and for other purposes. 

S. 826 is designed to provide a continuing system for payments by the Federal 
Government to State or local taxing units adversely affected by the Federal 
acquistion, ownership or use of defense production facilities. It would author- 
ize ordinary ad valorem tax payments in certain instances, and administratively 
determined payments reasonably related to the ad vaiorem taxes which wignt 
be applicable under private ownership. Its coverage would extend to real prop- 
erty as well as to certain types of personal property, but would not apply to the 
District of Columbia, Territories, or possessions. (See appendix A for a sum- 
mary of major provisions of 8. 826.) 




















BACKGROUND 





For a number of years, State and local taxing authorities have been seriously 
concerned over the increasing acquisition by the Federal Government of various 
types of property, which acquisition has operated to remove such property from 
local tax rolls. 

After the outbreak of the Korean war, in 1950, this problem became even more 
acute as the result of larger-scale acquisition by the Federal Government of 
defense production facilities throughout the country. In addition, local taxing 
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authorities have been and are being deprived of personal property tax revenues 
on inventories of such properties as a result of provisions in procurement con- 
tracts under which title to such inventories passes to the Federal Government 
prior to completion. y 

Further adding to the problems of local taxing authorities is the fact that 
when the Federal Government takes over a facility which was formerly subject 
to taxes, and uses it for defense production purposes, it often brings into the 
community large numbers of workingmen to man the machines and they, in turn, 
bring their families with them. Thus, the burden on the community increases 
as the result of the need for more schools, police and fire protection, and other 
services of this nature, at a time when property formerly subject to taxation 
is taken off the tax rolls. 

This bill reflects a general presumption that, since defense production facil- 
ities are of national, rather than local, interest and benefit, the property-tax 
costs associated with such properties should be borne largely by Federal tax- 
payers rather than by local taxpayers. The bill thus provides that the Federal 
Government pay, in connection with such facilities, an appropriate share of 
those State and local government costs which are financed through the general 
property tax. 

ACTION DURING THE 83D CONGRESS 





8. 2473.—During the 83d Congress, the committee had before it an identical 
bill, S. 2473, introduced by Senator Knowland, for himself and others, on July 
24, 1953. Brief hearings were held on the bill prior to the close of the first 
session, at the urgent request of the then majority leader. In view of the fact, 
however, that the Bureau of the Budget, the Department of Defense and other 
Federal agencies concerned with this legislation had not had an opportunity 
to analyze the effect of the measure upon property within their respective juris- 
dictions, and there was no specific information available concerning the cost of 
the proposed program, the committee postponed action until the 2d session of 
the 83d Congress. A further consideration underlying this decision was the 
desire on the part of the committee and the administration to have the benefit 
of the studies, findings, and recommendations of the Commission on Intergov- 
ernmental Relations which had been recently established and charged spe- 
cifically with making a study of the entire field. 

In September 1953, the chairman of the committee addressed a letter to the 
Chairman of the Commission on Intergovernmental Relations requesting the 
Commission’s views with respect to this bill. A copy of that letter was also 
sent to every member of the Commission, together with copies of the hearings 
on 8. 2473 

In January 1954, and prior thereto, members of the staff of this committee 
had several conferences with members of the staff of the Bureau of the Budget 
and the Commission on Intergovernmental Relations concerning the pending 
legislation, and it was agreed that the committee would defer action until after 
February 17, 1954, the date on which the Commission was expected to submit 
its findings and recommendations. Furthermore, the Bureau of the Budget had 
not yet defined the administration’s policy with respect to the bill, since it was 
also awaiting the report of the Commission. 

Subsequently, and in response to requests from the chairman of this com- 
mittee for comments on S. 2473 and a related bill, S. 788, the committee received 
replies from various agencies and departments of the executive branch. Some 
proposed major amendments to the bill; others proposed minor amendments; 
and still others indicated they had no interest. However, virtually all of the 
affected agencies advised the committee that pending a review of the forthcoming 
report and recommendations of the Commission on Intergovernmental Relations, 
no determination had been made with respect to the relationship of the bill 
to the President’s program. 

Finally, on May 19, 1954, Senator Knowland received a letter from the Chair- 
man of the Commission on Intergovernmental Relations advising that the Com- 
mission did not deem it proper to comment on the legislation, but that it had 
no desire to hold up action on any legislation desired by the President or the 
Congress, prior to the submission of the Commission’s report. 

At about the same time, the staff of the committee ascertained that the Inter- 
governmental Relations Commission would not have its report and recommenda- 
tions completed prior to the close of the second session of the 83d Congress, and 
the committee was informed that the President would formulate no policy with 
respect to the pending legislation until he had had an opportunity to review the 
findings and recommendations of the Commission. 
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Hearings on 8. 2473 (and H. R. 5605, a much narrower bill) were held by the 
Subcommittee on the Legislative Program of this Committee on Government 
Operations, on June 2 and 3, 1954. Appearing in support of S. 2473 (and, in some 
instances, in support of H. R. 5605) were Senators William F. Knowland, Prescott 
Bush, Allen J. Ellender, and Homer Ferguson, for himself and Senator Charles 
BP. Potter: Mr. Thomas N. Biddison, city solicitor, Baltimore, Md., and former 
president, National Institute of Municipal Law Officers; Mr. John H. Wither- 
spoon, assistant mayor and controller, Detroit, Mich.; Mr. Homer Marson, presi- 
dent, board of assessors, Detroit, Mich.; Mr. Claude E. Porter, mayor, Adrian, 
Mich. ; Mr. Paul Walters, Cleveland, Ohio; Mr. Arthur C. Eddy, county assessor, 
San Diego, Calif.; Mr. G. L. Guetzkow, director, priorities and allocations, cen- 
tral board of purchase, Milwaukee, Wis. ; Mr. Randy Hamilton, Washington direc- 
tor, American Municipal Association; Mr. Keith L. Seegmiller, secretary- 
treasurer, National Association of County Officials; and Mrs. Shirley Ludlow, 
clerk, village of Arden Hills, St. Paul, Minn. 

Statements in support of the bill were submitted by Senators Thomas H. Kuchel 
and Russell Long, and numerous statements and telegrams from interested offi- 
cials who sought some legislative action designed to afford relief to various local 
taxing authorities, were inserted in the record. 

The Director of the Bureau of the Budget, represented by Mr. I. M. Labovitz, 
Assistant to the Division Chief, Labor and Welfare Division, stated that the 
Bureau was basically opposed to any legislation on this subject at that time, pend- 
ing the report and recommendations of the Commission on Intergovernmental 
Relations. 

He stated the Bureau’s objections as follows: 

“As you know, S. 2473 is a major legislative proposal, involving a basic modi- 
fication of present policy with respect to Federal immunity from local taxation. 
If enacted, it will provide for annual payments to hundreds, or possibly thou- 
sands, of local taxing jurisdictions throughout the country on account of Govern- 
ment-owned property, both real and personal, classified as ‘defense production 
facilities. * * * The bill would require extensive administrative arrangements 
and it would entail large additional Federal expenditures. 

“These bills, as you know, deal with a single aspect of the general subject of 
intergovernmental tax immunities, and this, in turn, is only a segment of the 
broad and complex subject of Federal-State-local relationships. This is a pri- 
mary reason why the administration, like the Congress, has proceeded cautiously 
and with deliberation in formulating a position on proposals for legislation in 
this field.” 

The President, in a message to the Congress in connection with the veto of a 
bill (H. R. 2570, 88d Cong.) to pay a special assessment levied for local improve 
ments at an Air Force base in Colorado, commented as follows: 

“The present Congress recently approved my recommendation that a Commis- 
sion on Intergovernmental Relations be established to study the means of achiev- 
ing a sounder relationship between Federal, State, and local governments. I be- 
lieve that the exercise of taxing powers is within the scope of the Commission's 
assignment, and I shall request that its report include recommendations as to how 
to solve the many difficult problems which arise in the field of intergovernmental 
tax immunities. 

“The basic question underlying the enrolled bill, H. R. 2570, is whether the 
Federal Government should adhere to its constitutional immunity or should 
forego it in this particular instance and possibly in other cases. Since this 
involves the question of modifying a long-established policy, I believe it should 
be decided broadly and deliberately, rather than through a succession of piece- 
meal decisions on individual requests. Moreover, I believe such a decision can 
hest be reached in the light of the general suggestions which will be derived from 
the work of the Commission on Intergovernmental Relations.” 

The Department of Defense, represented by its General Counsel, Mr. Wilbur 
M. Brucker, accompanied by representatives of the three services. testified that 
the Department was unalterably opposed to the enactment of S. 2473 on grounds 
(1) that it would represent a complete surrender by the Federal Government 
of its sovereign immunity from local taxation which is unwise and undesirable: 
(2) that it would result in a serious dissipation of the defense dollar; (3) that 
its administration would be extremely complex; (4) that it represents, at best, 
only a piecemeal approach to the overall problem; (5) that it would provide 
many local taxing authorities with windfall benefits; and (6) that further action 
should await the report and recommendations of the Commission on Intergovern- 
mental Relations. 
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Mr. Brucker suggested that, rather than subject the Federal Government to 
the determinations of local assessors, the proper approach would be to provide 
special relief by way of direct payment in lieu of taxes in a proper case. He 
suggested further that there might be transitional payments on a diminishing 
scale where there is a readjustment to be made, coupled with increased Federal 
aid under statutes designed to meet particular needs. He then suggested certain 
amendments in the event of favorable action by the committee. 

The General Services Administration, while interposing no objection to the 
enactment of S. 2473, pointed out that it favored comprehensive legislation on 
the subject, rather than the piecemeal approach represented by this bill. It 
stated further, however, that, “This Administration is unalterably opposed to 
uny proposed legislation which would divest the Federal Government of its 
immunity from taxation.” It thereupon recommended that the pending bill be 
amended so as to provide only for payments in lieu of taxes rather than for 
direct taxation. Certain other amendments were also recommended by the 
General Services Administration. 

According to the best estimates which the Bureau of the Budget was able 
to compile, the provisions of 8. 2473 would have covered an aggregate of approxi 
mately $11.5 billion worth of real and personal property. Of this amount, some 
$9.1 billion represented personal property and $2.4 billion real estate. Of the 
$11.5 billion, about $5.9 billion worth of property would have been subject to 
direct taxation under section 4, and approximately $5.6 billion would have been 
subject to administratively determined payments under section 5 of the bill. 

After pointing out that it was extremely difficult to translate these estimates 
of property costs into dependable estimates of the payments that would be made 
to local taxing authorities under this legislation, the Bureau estimated that the 
total cost to the Federal Government, if the bill became effective as of June 30, 
19538. would amount to between 115 and 127 million dollars for the fiscal vear 
1954. In addition, administrative expenses, amounting to approximately $4.6 
million, would have raised the total cost for fiscal year 1954 to somewhere 
between 120 and 132 million dollars. These figures assumed an average tax 
rate of between 1 and 1.5 percent with respect to real estate, and about 1 percent 
with respect to the personal property. 

According to estimates of the cost of S. 2473 submitted by the Department of 
Defense, the aggregate cost of the property involved amounted to approximately 
$11.3 billion, or about $228 million less than the Bureau of the Budget estimates. 
However, the Department of Defense used an overall tax rate of 2 percent for all 
property, rather than an average of 1 to 1.5 percent used by the Bureau of the 
Budeet. Thus, according to the Department of Defense estimates, the total cost 
of 8, 2473 to the Federal Government for fiscal year 1954 would have amounted 
to approximately $225,500,000, exclusive of administrative expenses, which were 
estimated at $4,402,000, making a total of $229,902,000. The Department stated 
that the 2-percent rate was, in its opinion, a conservative estimate. The Bureau 
of the Budget, on the other hand, held that the 1- to 1.5-percent tax rate was more 
realistic. 

These estimates reflected a variance of over $100 million in the estimated cost 
of the enactment of the measure for fiscal year 1954; the Bureau of the Budget 
estimated the cost at approximately $130 million, whereas the Department of 
Defense estimated it at approximately $230 million. 

After extended consideration of this bill, the committee concluded that favor- 
able action could not be justified in the absence of considerable additional an- 
alysis, research, and information, and some reconciliation of the variance in cost 
estimates between the Bureau of the Budget and the Department of Defense. 

Furthermore, an analysis of the bill by the legislative counsel of the Senate, with 
respect to its draftsmanship, revealed that its application to specific instances 
and properties appeared to involve numerous difficulties, requiring substantia! 
redrafting to conform to policy determinations. Finally, the committee felt that 
since the area covered by S. 2473 was receiving special attention from the Com- 
mission on Intergovernmental Relations, and the President would formulate no 
policy with respect to legislation in this field prior to his receipt and review of 
the Commiss‘on’s report, no further action was warranted by the com 
mittee pending receipt and evaluation of the Commission’s findings and 
recommendations, 


Related bills 
During the 88d Congress, the committee considered 2 related measures, H. R. 


5605 and S. 788, dealing with Federal payments to State and local taxing authori 
ties in lien of taxes. A full discussion of H. R. 5605 (identical to S. 888, 84th 
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Cong.), which was approved by the committee but failed of passage in the Senate, 
and a summary of 8S. 788, are contained in staff memorandum No. 84-1-5, dated 
February 21, 1955. 

CONCLUSIONS 


To date, the committee has received no indication as to when the Commission 
on Intergovernmental Relations will submit its findings and recommendations on 
the subject of Federal payments to State and local taxing authorities in lieu of 
taxes. In view of that fact, it is suggested that further action by the committee 
on 8. 826, and related bills, be deferred until the Commission has completed its 
studies and the committee has had an opportunity to evaluate its report and 
recommendations. 

Following the usual practice, copies of the subject bill were sent to those execu- 
tive branch agencies and departments having a primary interest in the measure, 
with a request for their comments. A summary of their views will be submitted 
to members as soon as they are received. 

Er E. NoBLEMAN, 
Professional Staff Member 
Approved : 
WALTER L. REyNowps, Staff Director. 


APPENpDIx A TO STAFF MEMORANDUM No. 84-1-4 
SUMMARY OF MaJjor PRovISIONS oF 8. 826 


S. 826 consists of 9 sections, of which the first 3 provide for a short title, 
declare the general policy and establish special definitions for the purpose of 
the bill. Section 4 identifies the categories of properties which are to be subject 
to ordinary ad valorem taxation. Section 5 establishes a system of administra- 
tively determined payments covering those defense production facilities which 
are not subject to taxation under section 4. Section 6 assigns responsibiliities 
for the administration of the act, provides for appeals by State or local govern- 
ments from decisions of property-owning Federal agencies, requires specific 
periodic reports, and otherwise provides for the general administration of the 
policies established. The three final decisions specify the relationship to other 
laws, the separability of provisions of the bill and the effective date. 

Since the operative provisions of the bill are contained in sections 4 and 5, 
analysis at this point will be limited to those sections. 

Section 4 grants consent to State and local governments to impose property 
taxes on defense production facilities which fall.within three categories defined 
in the section. Subsection (a) refers to property acquired since June 30, 1950, 
in order to protect the financial interest of the Federal Government in connection 
with loans or contracts of insurance or guaranty or contracts for procurement 
for national defense. Subsection 4 (b) refers to property leased or sold by condi- 
tional sale to taxable persons. In this case, the Federal interest may be taxed 
if the defense production facility is not otherwise subject to State or local taxa- 
tion. Subsection (c) comprises defense production facilities which have been 
taxable since June 30, 1950, or may become taxable hereafter but which would not 
continue subject to taxation if this consent were not given. These are properties 
which have been taxable, or may become taxable, because of their ownership by a 
taxable Government corporation, such as the Reconstruction Finance Corporation, 
but which are taken off the tax rolls by transfer of title, administration, or use to a 
nontaxable Government agency. They would remain taxable as long as they 
continue to be used for defense purposes. 

It should be noted that the Federal property covered by section 4 may be taxed 
to the same extent and in the same manner as if it were privately owned, and the 
assessed valuation on which the tax is based is to represent no greater percentage 
of true value than is used by assessing authorities in valuing property generally 
for tax purposes within the taxing jurisdiction. Any special tax treatment 
accorded to other similar property is to be applied to this Federal property. 

Section 5 provides for the making of payments with respect to all defense pro- 
duction facilities which are made subject to taxation under section 4. Expressly 
exempted by subsection (a), however, is any defense production facility acquired 
or constructed by the Federal Government prior to July 1, 1950. Also exempted 
is any defense-production facility which, if in private ownership, would be tax 
exempt under the constitution or laws of the State of its location. 
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In general, the State or local governments would be eligible for annual payments 
on property subject to the provisions of this section. Subsection (b) provides, 
however, that a State or local government is not eligible if it discriminates against 
the defense-production facility or its residents or workers or their families in the 
way in which it provides or withholds the usual governmental services. 

The amount of each payment under section 5 is to be determined by the Federal- 
owning agency in accordance with general rules and regulations to be issued by 
the Director of the Office of Defense Mobilization under section 6. The rules and 
regulations must be based on consideration of certain enumerated factors, to the 
extent that each is pertinent to any particular claim for payment. Also, the 
general rules are to specify or recommend weights to be given to these factors. 

The items to be considered may be characterized as representng mainly (1) the 
amount of taxes which would be paid if the property were taxable; (2) addi- 
ditional expenditures by the local government for providing services to the 
defense-production facility, and its workers or residents and their families; and 
(3) certain types of aid rendered by the Federal Government. 

Finally, section 5 provides that during the first 6 months after its effective date, 
applications shall be accepted relating to the first tax year which begins after 
June 30, 1953. 





SENATE COMMITTEE ON GOVERNMENT OPERATIONS 


NOVEMBER 28, 1955. 
Staff Memorandum No. 84-1-36. 
Subject: Federal payments of taxes or in lieu of taxes to State and local taxing 
authorities—S. 1566, S. 1657, S. 2390, and S. 2754. 


INTRODUCTION 


Five bills dealing with Federal payments of taxes or in lieu of taxes to State 
and local taxing authorities are pending before the committee. In addition, the 
report and recommendations of the Commission on Intergovernmental Relations 
and its Study Committee on Payments in Lieu of Taxes and Shared Revenues 
which deal in part with the subject matter of the pending bills, are also before 
the committee. 

Three of these bills, S. 1566 (Humphrey, Goldwater, and Kuchel), S. 1657 
(Bush), and 8. 2890 (Knowland) would establish broad permanent programs and 
policies with respect to payments of taxes or in lieu thereof by the Federal Gov- 
ernment to State and local taxing authorities; and S. 2754 (Malone) would 
provide only for direct taxation of Federal real property, subject to certain stated 
limitations. The fifth bill, S. 826 (Bender), which would establish a limited 
program of payments with respect to Federal real and personal property ac- 
quired subsequent to the Korean war, was the subject of staff memorandum No. 
84-14, dated February 19, 1955, and wiil not be dealt with further herein. 

It is the purpose of this memorandum to present a brief summary of (1) the 
major pertinent recommendations of the Commission on Intergovernmental Rela- 
tions and of its Study Committee on Payments in Lieu of Taxes; and (2) the 
major provisions of the first four of the pending bills. A comparative analysis 
of the major provisions of these bills and their relationship to the recommenda- 
tions of the Commission will be submitted to members of the committee as soon 
as it is completed, in the form of a comparative print. The comments of Federal 
agencies and departments on the Commission’s recommendation and the pending 
bills will also be summarized and made available as soon as they are received and 
analyzed. 


BACKGROUND 
General 

State and local taxing authorities have been seriously concerned, particularly 
since 1939, over the increasing acquisition by the Federal Government of various 
types of property which has operated to remove such property from local tax 
rolls. From time to time, the Congress has acknowledged responsibility for 
reducing, to some extent, the adverse effects of these acquisitions upon local 
government revenues and fiscal structures by enacting numerous statutory pro- 
visions which authorize payments by certain Federal agencies and departments 
or upon certain types of properties. However, the great majority of Federal 
agencies have no general authority to make payments on their properties. 
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Furthermore, existing provisions of law are quite diverse and result in different 
treatment for similar properties of various agencies. Thus, those provisions of 
law which do exist fail to present any clear-cut uniform policy. On some classes 
of property, some agencies pay taxes; others make payments in lieu of taxes ; 
and still others make no payments at all. 

The seriousness of the general problem appears to have been magnified by the 
outbreak of the Korean war in 1950, when large-scale Federal acquisitions of 
defense production facilities throughout the country resulted in the removal of 
substantial parcels of real property from local tax rolls. In addition, local taxing 
authorities have been and are being deprived of personal property tax revenues on 
inventories of such properties as a result of provisions in procurement contracts 
under which title to such inventories passes to the Federal Government prior to 
completion. 
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Prior action 

During the past three Congresses, this committee has had pending before it 
numerous bills dealing with various aspects of the problem. Some of these were 
designed as temporary measures; others proposed the establishment of perma- 3 
nent, long-range policies and procedures; and still others were aimed at meeting { 
specific phases of the overall problem. In general, they covered (1) direct taxa- 
tion of certain types of Federal property; (2) payments by Federal agencies of 
sums in lieu of taxes; (3) restoration to local tax rolls of real estate held by 
Government corporations and subject to local taxation which was taken out of 
taxation following the transfer of such property to other Government agencies ; 
and (4) elimination of certain types of Federal tax immunity with respect to 
State sales taxes on personal property.’ 

During the 83d Congress, this committee devoted considerable time and effort 
in an attempt to bring about the enactment of legislation which would have, at 
the very least, provided some measure of temporary relief for hard-pressed local 
taxing authorities. The bills before the committee at the time were 8S. 2473 
(identical to S. 826, 84th Cong.) and H. R. 5605 (identical to S. 888, 84th Cong., 
and similar in essential respects to S. 2377, 84th Cong.). However, due to the 
fact that the Commission on Intergovernmental Relations was engaged in a | 
comprehensive study of the entire field of Federal-State relations, the executive 
branch agencies affected were reluctant to make specific recommendations until 
all of the basic facts were available. It was therefore necessary for the com- 
mittee to defer further action until the reports and recommendations of the 
Commission became available. 

During the 84th Congress, the committee considered and approved S. 2377 
(similar in essential respects to H. R. 5605, 83d Cong., as reported by this com- 
mittee), introduced by Senator Potter. This bill was reported favorably on 
July 29, 1955, with an amendment in the nature of a substitute containing 
language identical to a companion measure, H. R, 6182, previously approved by 
the House. After agreeing to the committee amendment, the Senate, on July 
30, 1955, passed the companion measure, H. R. 6182, which became Public Law 
388 on August 12,1955. This act provided relief for a period of 4 years for local 
taxing authorities by restoring to the tax rolls certain real property which had 
been held by Government corporations and was subject to local taxation, but 
which was taken out of taxation by the transfer of such property to other Gov- 
ernment agencies. Although this legislation will provide temporary relief to a 
very small number of hard-pressed communities, it does not provide a perma- 
nent, long-range solution to the general problem, as proposed by the pending bills. 
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MAJOR OBSERVATIONS AND RECOMMENDATIONS OF THE COMMISSION ON INTERGOVERN- 
MENTAL RELATIONS AND ITS STUDY COMMITTEE ON PAYMENTS IN LIEU OF TAXES 
AND SHARED REVENUES 








For the convenience of the committee, the major pertinent recommendations 
of the Commission on Intergovernmental Relations and its Study Committee on 
Payments in Lieu of Taxes and Shared Revenues are briefly summarized in 
this staff memorandum. A detailed summary and analysis of the findings, 













?The subject matter of (4) is dealt with in a related bill, S. 2100, introduced by Sen- 
ator Thurmond, which would prohibit agencies of the United States from entering into 
eontracts under which private contractors are constituted agents of the United States to 
purchase property necessary to carry out such contracts, and would nullify, so far as the 
application of State sales tax laws is concerned, such provisions in any contract entered 
into after the date of enactment of the act. A separate staff memorandum will be pre- 
pared on 8. 2100. 
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observations, and conclusions of the Commission and its Study Committee, with 
respect to payments in lieu of taxes, is annexed hereto as appendix A, ( Perti- 
nent excerpts from the Commission's report will be found in pt. I of the hearings 
on these bills and those of the Study Committee in an appendix to the hearings.) 


Commission’s recommendations 

In a preliminary discussion of the general subject of financial aspects of the 
of the American federal system, the Commission observed that fiscal imbalances 
among levels of government must be reduced if our federal form of government 
is to endure and if government as a whole is to be responsive to the will of the 
governed. Noting that there are many obstacles in the way of expanding State 
and local revenues to enable these governmental levels to assume their proper 
responsibilities, the Commission observed that it did not believe there was any 
single solution to the problem but that a combination of measures must be used 
to enable States to assume and finance added activities and that such measures 
must be varied, some gradual and others immediate in their application. 

In a subsection entitled “Intergovernmental Tax Immunities,” the Commission 
noted that one aspect of tax relations among governments requiring urgent 
attention is the immunity of the National Government from State and local 
taxation, and that in this area, the tax status of Federal property is the problem 
of greatest concern to local governments. In this connection, the Commission 
found that the immunity of federally owned property from State and local ad 
valorem taxation has reduced the tax base of many communities which rely on 
property taxes as the chief source of revenue; that the impact of this immunity 
is uneven; that it is particularly severe in areas where the value of Federal 
property is a large part of total property values; and that this problem has 
increased in importance with the acceleration of property acquisitions asso- 
ciated with the war and defense efforts and with diverse other Federal programs, 
including urban housing, power production, resources conservation, and regional 
development and conservation. 

The Commission found further that the Congress has not considered constitu- 
tional immunity as freeing the National Government from all responsibility for 
paying State and local taxes or their equivalents; that a variety of financial 
arrangements have been developed between the national and State-local govern- 
ments through the years; and that at present a wide variance exists with the 
Federal Government paying taxes on some property, making payments in lieu 
of taxes on other properties, and making no payment of any kind on still other 
properties. 

The Commission made the following six general recommendations: 

1, That the Federal Government inaugurate a broad system of payments 
in lieu of property taxes to State and local governments. 

2. That the most important class of properties on which stich payments 
should be made is commercial or industrial properties. 

3. That special assessment payments and transitional payments in lieu 
of taxes should be made in certain cases. 

4. That payments in lieu of taxes should be based largely on the property 
tax system which is the main source of local revenue. 

5. That no in-lieu payments should be made on any properties acquired prion 
to a specified cutoff date, either September 8, 1939 (outbreak of World Wa 
II), at the earliest, or, July 1, 1950 (outbreak of the Korean war), at the 
latest. 

6. That, in addition to a cut-off date, some type of arbitrary limitation on 
Federal payments is necessary to prevent excessive payments or windfalls 
to some local governments. 

Concluding that portion of the report, the Commission stated that in its 
opinion, “the exhaustive report of its Study Committee on Payments in Lieu of 
Taxes and Shared Revenues will provide the Congress with a solid foundation 
upon which to build a sound program of payments in lieu of taxes on Federal! 
properties * * *,” 


The Study Committee’s findings, observations, conclusions, and recommendations? 


General.—The Study Committee undertook to review the problems of State and 
local government arising out of Federal immunity to property taxation, and to 
recommend a policy to be adopted by the Federal Government which would best 





*A summary and detailed description of the Study Committee's objectives, approach, 
guiding considerations, and general and specific conclusions and recommendations are 
found in appendix A, annexed hereto. 
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meet these problems. In the course of its studies, the Committee found that the 
Federal Government makes no contribution to the support of local governments 
for most Federal pproperties, although under existing statutes it does make pay- 
ments for some of its properties either in the form of (a) tax payments, (6) ad- 
ministratively determined payments in lieu of taxes, or (c) a sharing of income 
receipts from operations on Federal properties (not connected with the pending 
bills) 

The Study Committee was not concerned with either the general desirability 
or propriety of intergovernmental tax immunities and the continued application 
of the immunity doctrine by which Federal property is excluded from State and 
local ad valorem taxation in the absence of congressional consent. Its specific 
objective was to find a solution to the financial difficulties experienced by local 
governments arising out of the tax immune character of Federal properties which 
would be appropriate to all of the diverse situations in existence and compatible 
with basic concepts of our constitutional system. Its only concern was whether 
the Congress should consent to make a contribution of some type to the costs of 
State and local government because of the presence of Federal property. 

Having found no authoritative general principles to shape harmonious rules 
defining the extent to which the Federal property owner should share in the 
support of local government, the Study Committee concluded that the problem 
must be approached primarily from considerations of practicality and essential 
fairness with a view to securing substantial equity as between Federal and local 
taxpayers. 

Conclusions and recommendations—The Study Committee concluded that in 
order to realize its goal of finding a solution which would help to preserve 
financially healthy local governments, the Federal Government should inaugurate 
a broader system of payments to local governments by reason of its property 
holdings and that these payments should be responsive to the property tax 
system as the system generally accepted for allocating among property holders 
the costs of supporting local government. 

However, in order to achieve its related goal of safeguarding the interests of 
the Federal Government, the Committee concluded further that (1) a broad 
category of properties should be exempted from any payment requirement, (2) 
restrictive definitions should be placed upon properties for which Federal con- 
sent to local taxation is proposed, (3) limitations should be placed upon the 
amounts of Federal payments in lieu of taxes in the form of maximum limits or 
ceilings upon Federal payments in lieu of taxes to any individual tax jurisdiction 
and by providing for Federal offsets to tax-equivalent amounts, (4) Federal per- 
sonal property made subject to local taxation should be narrowly defined, and 
(5) a cutoff date should be included which would absolve the Federal Government 
from all payment obligations on properties acquired prior to that date. 

To carry out these general policies and conclusions, the Study Committee made 
eight detailed recommendations for the establishment of a program which in- 
cludes specific provisions for Federal taxation or payments in lieu in specified 
situations with respect to specified types of property; carefully worked out 
exemptions and limitations; and provisions for administration. (The complete 
text of these recommendations is contained in appendix A, annexed hereto.) 

A sumniary of these recommendations follows: ‘ 

Recommendation No. 1.—That the Congress should not consent to payment 
of property taxes or any payments in lieu of property taxes on (a) property 
which, if privately owned or used, would by reason of its use be exempt from 
taxation under the laws of the State of its situs; (0) property used or held 
primarily for services to the local public; (c) office buildings not associ- 
ated with commercial or industrial activities (not included in recommenda- 
tion No. 2), customhouses, facilities for coining money and printing cur- 
rency, bullion depositories, river and harbor improvements, prisons, re- 
formatories, detention farms, hospitals, dispensaries, outpatient clinics, 
homes for the aged, sanitaria, quarantine and immigration stations, ceme- 
teries, Coast Guard aids to navigation, Civil Aeronautics Administration 
aids to air navigation, beacons, facilities used in the police and regulatory 


8 Since the pending legislation specifically excludes from aw coverage Federal property 
now subject to revenue-sharing arrangements, that portion of the Study Committee’s report 
is not dealt with in this memorandum. 

*The supporting material for the Study Committee’s recommendations is limited to bare 
essentials in this memorandum. Complete a ed data will be found in ch. 8 of the 
report of the Study Committee on Payments in Lieu of Taxes and Shared Revenues, re- 
printed as a part of the hearings on the subject bills. 
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functions of the Federal Government (other than those which are incidental 
to or an integral part of the properties included in recommendations 2 or 3) 
and military and naval installations (but not those engaged in industrial or 
commercial activities) such as forts, camps, armories, observation posts, 
guard posts, proving grounds, and airfields; (d@) property which under Fed- 
eral law is subject to a payment to a State or local government of any por- 
tion of the revenue derived from its use or from the sale of such property 
or any of its products (revenue-sharing arrangements) ; and (e) stocks of 
strategic and critical materials and of agricultural commodities and other 
personal property which is not incidental to industrial or commercial 
activities. 

Special assessments (recommendation No. 7) are specifically excluded 
from this exemption. 


In support of this recommendation, the Study Committee points out that it 
rests on a mixture of logical, traditional, and practical considerations. Thus 
(a) merely assures to the Federal Government the same treatment as is afforded 
to all local property owners, (0) is based upon the idea that it is logical and prac- 
tical to exempt from local property taxes Federal property serving primarily the 
local public, (¢c) is based upon the premise that no Federal payments should be 
required on Federal properties which are associated with traditional govern- 
mental activities, (d) rests upon the fact that such properties are already making 
a contribution to the support of local government and further taxation would 
impose a double burden on the Federal owner, and (€) rests upon the premise 
that the personal property here exempted is, for the most part, devoted to purposes 
which are either traditionally governmental or are so vast and unique that no 
private persons responding to customary market considerations could reasonably 
discharge them (such as stockpiling of strategic materials, or the storage of 
agricultural commodities under the price-support program). 

Recommendation No. 2.—The Federal Government should consent to non- 
discriminatory State and local taxation, in accordance with the laws of the 
State of situs of (a) properties acquired by the Federal Government to 
protect its financial interest in connection with loans or contracts of insur- 
ance or guaranty, such payments to continue until the property has been 
disposed of or placed in permanent use by the Federal Government, and 
(0) properties sold by the Federal Government under conditional sales con- 
tract or leased to taxable persons. 


In support of this recommendation, the Study Committee points out that the 
properties covered are those which, because of their close analogy to privately 
owned property, are more suitably subject to direct local taxation than to pay- 
ments in lieu. With respect to (a), it is noted that the Federal interest in the 
property is usually ephemeral, it having been seized only to protect a security 
interest. Furthermore, this property has been on the tax rolls and will be 
returned to them when it is sold to liquidate the Federal interest. Such a 
transitory Federal interest should not disturb the normal tax status of the 
property. In the event that the Federal Government decides to retain such 
property for its own use, the Federal responsibility to support local government 
can be reexamined. With respect to properties covered in (0b), it is observed 
that here the Federal Government is merely acting as a landlord marketing the 
property, its use of or interest in the property being limited to the collection of 
rent or the purchase price. Since these activities are not unique to government 
and are identical with activities customarily undertaken by private persons, and 
in terms of its appearance and role in the economy this property is so analogous 
to privately owned property, it ought to be so treated for tax purposes. However, 
the Committee recommends that the Federal tax liability should not include 
penalties for delinquencies or imposition of tax liens on the property, although 
interest om delinquent Federal obligations would be appropriate. 


Recommendation No. 3.—The Federal Government should make payments 
in lieu of property taxes on (@) commercial and industrial properties 
employed by private contractors or subcontractors in the performance of con- 
tracts with the Federal Government pursuant to any partial or advance 
payment contracts clause; (b) properties used or held for activities which 
serve primarily national or broad regional interests rather than those of the 
local public, and (c) rental housing other than low-rent housing. 


The payments in lieu of taxes should be equivalent to the amount of taxes 
which would be assessable against the property if taxable, according to its value 
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as determined by established tax procedures of the taxing jurisdiction, includ- 
ing all provisions for administrative and/or judicial review of assessments, tax 
rates or levies in accordance with applicable laws governing assessments and 
tuxation, provided that the Federal property is treated on the same basis and 
accorded the same safeguards as non-Federal properties. Payments thus estab- 
lished should be subject either to decreases to allow for the cost of specific and 
customary services provided locally at Federal expense, or to increases to allow 
for specific services furnished to the Federal property by the local government 
which are not customarily furnished to non-Federal properties. All payments 
in lieu of taxes should be made by the Federal agency charged with the admin- 
istration of the particular property. 

The balance of this recommendation deals with procedures to be followed by 
local taxing agencies in applying for payments in lieu of taxes on Federal prop- 
erty within their jurisdiction; forms to be used and contents of applications 
which they should be required to file; certain specific information which local 
taxing agencies and Federal agencies owning property in the local area should 
be required to furnish one another ; and certain recommended limitations, includ- 
ing an overriding ceiling to prevent unwarranted and disproportionate Federal 
payments to local governments, including review by the Federal Review Board 
(to be established under recommendation No. 8). Finally, it is recommended 
that no payments should be made to any State or local government which declines 
to provide services to Federal property or its residents, its employees and their 
families upon the same terms as are accorded other properties, residents, etc., 
unless the Federal owning agency deems such services to be unnecessary or 
undesirable. 

The Study Committee recommended that the term “commercial and industrial” 
should be defined as follows (using the definition contained in 8. 2473, 83d 
Cong.) : 

“ ‘Industrial or commercial’ refers to activities involving primarily, or to 
properties the ownership or use of which involves primarily, the process of 
mining, manufacture, fabrication, repair, generation of electrical energy, trans- 
portation, or any similar process, including storage within or on such property, 
or the sale or resale, rent or lease of commodities or the sale of services, includ- 
ing storage within or in such property.” 

In support of this recommendation, the Study Committee points out that the 
first category of properties—commercial and industrial—constituted the major 
category responsible for the widespread demand for Federal contributions to 
support local governments by reason of such property holdings; that this cate- 
gory covered properties in the hands of private contractors or subcontractors 
acquired by them for the performance of contracts with the Federal Government, 
title to which has passed to the Government pursuant to title acquisition clauses 
operative upon the making of any partial payment to the contractors; that the 
inclusion of such clauses in Government contracts has become widespread, par- 
ticularly in the production of national defense items; and that although such 
practice is advantageous to the Federal Government and consistent with Federal 
statutes and procurement regulations, the effect upon local governments is seri- 
ous, since it imparts tax immunity to such properties, resulting in substantial 
tax losses which seem unjustified to local taxing authorities who have, on occa- 
sion, condemned this method as a tax evasion device. It is the committee’s posi- 
tion that requiring the Federal Government to make payments in lieu of taxes 
on such properties in the hands of private contractors, which are so similar to 
privately owned property, will remove an irritation in sensitive intergovernmen- 
tal relations. 

The Committee calls attention to the fact that the definition of “industrial 
and commercial” properties and activities, which it recommends, would subject 
the great Federal power projects to payments in lieu. Thus, the power prop- 
erties in multipurpose Federal installations would become subject to such pay- 
ments, but the nonpower properties would be classified according to their uses. 
Power properties of the Tennessee Valley Authority, already subject to pay- 
ments in lieu of taxes in the form of a revenue-sharing arrangement, would be 
specifically exempted ; nonpower properties, however, would be required to make 
payments if they make no contribution to the support of State and local govern- 
ments. 

The Study Committee observes that the second category of properties and activ- 
ities—those serving a national or broad regional purpose rather than a local 
one—really overlaps the first group, since most commercial and industrial prop- 
erties and activities generally serve a national or broad regional purpose. Fol- 
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lowing its basic premise that Federal properties and activities serving such a 
purpose should contribute to the support of local government, the Committee be 
lieves that payments in lieu of taxes are just and equitable with respect to prop- 
erties and activities serving a national purpose and would serve to place upon 
Federal taxpayers rather than the local public the burden of supporting local 
government with respect thereto. 

Concerning payments in lieu on rental housing properties, the Committee ob 
serves that there are relatively few properties in this category, the most impor- 
tant having been war housing governed by the Lanham Act; that most of these 
properties have been transferred to private ownership; and that since the bal- 
ance is already subject to payments in lieu of taxes under existing law, no new 
obligations for these properties would be imposed upon the Federal Government 
as a result of this recommendation. Low-rent housing projects are specifically 
exempted. Although they are not owned by the Federal Government, they cus- 
tomarily enjoy exemption under agreements between the local low-rent housing 
authority and the local government, arising out of the requirement in Federal 
law that local governments make a contribution to the maintenance of low-rent 
housing which are usually made by according the housing project tax exemption. 

Concerning its formula for arriving at the amounts to be paid by the Federal 
Government in lieu of taxes, the Study Committee points out that this would 
consist of (1) the tax equivalent amounts (2) adjusted up or down for unusual 
circumstances affecting the burden upon the local community for servicing the 
lederal property and (3) subject to an overriding ceiling to prevent unwarranted 
Federal payments to local government, with the basic ingredient being the tax 
equivalent. 

The Committee stresses that, contrary to most earlier proposals, it recommends 
that the determination of the amount to be paid should be vested in lo al officials: 
that if this determination were to be vested in Federal agencies owning the prop- 
erty in question, the Committee would prefer to abandon the payment-in-lieu 
approach altogether, at least for commercial and industrial property, and would 
recommend the alternative of subjecting such property to local taxation; and 
that protection of the Federal interest is adequately safeguarded by the restric- 
tions incorporated in the payments-in-lieu formula, the normal appeal proce- 
dures available to the Federal Government along with all other property owners, 
and the extensive scope of properties excluded under recommendation No. 1. 

$y way of further explanation, the Study Committee states that (1) for the 
purpose of determining the tax equivalent amount, the Federal property owner 
would stand in the same position as the private owner, since local officials would 
apply local assessment practices and current tax rates to determine the Federal 
payments, just as in the case of a private owner's tax bill; (2) that like a private 
taxpayer, the Federal Government could protest or appeal the assessment or tax 
rate to local and State administrative and judicial bodies; (3) that recourse may 
be had to the Federal Review Board for reductions in a proper case; (4) that no 
offset to the tax equivalent should be allowed for general econome benefits to the 
community, since benefits are entirely irrelevant to the Federal Government's 
responsibility to make payments as a property owner in view of the fact that such 
benefits also result from activities of private property owners, but do not provide 
any basis for exempting or reducing taxes on private property: and (5) the 
ceiling recommended on payments will prevent windfalls or unwarranted Federal 
payments to local governments. 

Recommendation No. 4.—The Federal Government should not make pay- 
ments of taxes or in lieu of taxes on any properties acquired by it before 
September 8, 1939, unless the Congress has specifically authorized such 
payments. 

This recommendation is based upon the premise that equity does not require 
the initiation of Federal payments on properties whose noncontributory status 
has become integrated into the economic and fiscal life of the community. Thus, 
on properties long in Federal ownership, local tax rates and land values have 
grown up around the Federal tax immunity; adjustments have been made: and 
no change is required. The cut-off date recommended is the date upon which the 
commencement of the national emergency was declared and it may be taken as 
the starting date of the enormous expansion of Federal property ownership 
accompanying the national defense program. Although some Federal agencies 
advocated a later date because it would reduce the Federal administrative and 
economic burden of discharging tax and payment-in-lieu responsibilities, the com- 
mittee believes that fairness requires the 1989 date, since a later date would 
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prejudice those communities which have carried more than their fair share of 
the burden arising from the national defense program for the longest period. The 
committee acknowledges, however, that any cutoff date is arbitrary. 
Recommendation No. 5.—The Federal Government should make transi- 
tional payments-in-lieu on Federal properties described in category (c) of 
recommendation No. 1 which would not also fall within categories (a), (b), 
or (e), and these payments should be made over a 10-year period in diminish- 
ing amounts. With respect to properties in Federal ownership at the time 
of the enactment of the legislation here proposed, transitional payments 
should be limited to properties acquired within the immediately preceding 
10 years. 

This recommendation appears to constitute a modification of recommendation 
No. 1 (ec). Under that recommendation, properties serving a national or broad 
regional purpose would be exempted from payments because they have been 
associated with activities traditionally carried on by the Federal Government. 
The effect of recommendation No. 5 would be to require Federal payments-in- 
lieu in diminishing amounts over a period of not mere than 10 years on prop- 
erties in this category which were acquired either during the 10-year period 
immediately preceding enactment of this proposal, or are acquired subsequent 
thereto. All properties acquired by the Federal Government more than 10 years 
prior to enactment would retain their exemption. 

Under the formula recommended by the Study Committee, the amount of 
Federal payments would be the tax equivalent (measured by the average of the 
taxes on such property during the last 2 years preceding Federal acquisition) 
reduced by one-fifth every 2 years until payments ceased at the end of 10 years. 
Thus property acquired after enactment of this proposal would be subject to 
annual payments based upon this formula; property owned by the Federal Gov- 
ernment at the time of enactment would be subject to annual payments based 
upon the same formula, but no payments would be made for any fiscal year prior 
to enactment, and for the purpose of determining payments thereafter, the 
amount would be computed as if payments had been made in the years preceding 
enactment. 

The Study Committee points out that since generally this type of property has 
been traditionally exempted from local taxation, its continued exemption, where 
long held by the Federal Government, does not impose any real hardship. New 
Federal acquisitions which remove such properties from the tax rolls do im- 
pose hardships on local taxing authorities. In order to provide local govern- 
ments with a cushion to meet the shock of a sudden depletion, the committee 
recommended transition payments for new acquisitions and for acquisitions 
within the 10 years immediately preceding enactment of this proposal. 

Recommendation No. 6—In the foregoing recommendations, the term 
“property” includes real and tangible personal property according to the legal 
definition of these terms in the State of situs. 

The purpose of this recommendation is to make clear the intention of the 
Study Committee that all Federal tangible personal property which is incidental 
to commercial or industrial operations should be made subject to payment of 
taxes or in lieu thereof. The inclusion of this definition was deemed necessary 
because under recommendation No. 1 (e), all Federal personal property is ex- 
empted from any payment, except that which is incidental to commercial or 
industrial operations; and under recommendations No. 2 and 3, proposing pay- 
ments of taxes or in lieu thereof, only the term “property” is used and no dis- 
tinction is made between real property and tangible personal property. Thus, in 
the absence of this definition, it is not clear whether the term “property” was 
intended to include both realty, and tangible personalty outside of the exemp- 
tion contained in recommendation No. 1 (e). 

In support of its position that tangible Federal personalty which is incidental 
to commercial or industrial operations should be subjected to payments, the 
Committee points out that property in this category is devoted to uses com- 
parable to those made of private personal] property; and that if equity requires 
the Federal Government to make payments to local tax authorities as reim- 
bursement for losses resulting from tax immune status of Federal realty, the 
rule should be the same with respect to Federal tangible personalty in this 
category ; and Federal payments for losses resulting from the tax immunity of 
Such property should also be required. 

Recommendation No. 7.—The Federal Government should consent to the 
payment of special assessments to finance local improvements where both 
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non-Federal and Federal properties are included in the beneficial district and 
subjected to the asssesment, provided that Federal property is treated on 
the same basis and accorded the same safeguards and exemptions as non- 
Federal properties. 


The Study Committee supports this recommendation by pointing out that spe- 
cial assessments to finance local improvements are essentially land service 
charges for particular improvements which enhance the value of the property. 
It is stressed, however, that should such consent be given, the Federal Govern- 
ment should have the same rights and privileges as private property owners to 
approve, reject, or contest local improvements; that Federal delinquency in 
making any payments should not authorize penalties or proceedings against the 
land; and that the general statutory consent to levy such special assessments 
against Federal property should be confined to cases where the improvement 
financed by the assessment benefits private as well as Federal property. The 
Committee notes that it should not apply where only Federal property is involved, 
since it does not seem reasonable to require the Federal Government to pay 
through special assessments for projects desired by local communities but not 
agreed to by the Federal Government where it, alone, would have the obligation 
of defraying all costs of the project. 


Recommendation No. 8.—Congress should authorize and direct the Presi- 
dent to appoint an administrative Review Board, composed of three members 
who should have the responsibility for (a) promulgating rules and regula- 
tions governing the payment program and assuring that all property-owning 
Federal agencies pursue uniform payment policies; (b) determining the 
amount of adjusted payments in lieu of taxes under recommendation No. 3; 
(c) resolving, as an appellate body, Federal and State/local differences 
arising under this program; and (e) submitting annual reports to the 
President. 

An advisory committee, composed of heads of Federal agencies, represent- 
atives of State and local governments, and of the public, should be estab- 
lished to consult and advise the administrative Review Board with respect 
to the administration of the payment program. This committee should rec- 
ommend to the President such changes in the payments legislation as it 
deems necessary. 


In support of this recommendation, the Study Committee states that the ad- 
ministration of the payment-in-lieu program it proposes requires the establish- 
ment of a neutral, disinterested body which would be responsible for (1) the 
adjustment of the tax equivalent amounts for offsets or special credits; (2) the 
determination of the windfall character of any payment-in-lieu under the pro- 
posed formula ; (3) the promulgation of rules and regulations governing the pay- 
ment program; (4) the assurance that all Federal property-owning agencies 
pursue uniform payment policies; and (5) the submission of annual reports to 
the President. 

The Committee observes further that the establishment of a Federal Review 
Soard, such as it proposes, would (1) avoid placing final authority for making 
necessary determinations in either the local government or the individual Fed- 
eral property-holding agency; (2) meet the need for a central agency to promul- 
gate uniform rules to be followed by property-owning Federal agencies, thus 
assuring uniform practices; and (3) assure periodic evaluation of the payments 
program which is essential to the success of a new and important program of 
this type. 

The Study Committee stresses that it is not proposing that the Review Board 
make the Federal payments. In its judgment, these should be made by each 
Federal property-holding agency for its own properties; each such agency should 
defray the costs of payments on such properties from its individual budget: and 
each should be required to justify its property holdings in budget requests. 


The Study Committee’s cost estimates 


After attempting to arrive at the estimated cost of the program it proposes, 
the Study Committee stated : 

“Accurate information on the amount of Federal payments which would be 
made under the committee’s recommendations is not obtainable. A general 
estimate of the magnitudes involved may be derived from rough calculations 
based upon estimates for bills which were before the 83d Congress. This indi- 
cates a range of annual payments under the committee’s recommendations in the 


neighborhood of $200-$260 million for Federal property holdings as of June 30, 
1953.” 
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In a brief chapter devoted to costs to the Federal Government, the Study Com- 
mittee observed that estimation of the costs to the Federal Government of any 
program for paying local taxes or making payments-in-lieu involves numerous 
(difficulties with unknown factors; that a first requirement is a clear definition 
of the Federal properties which will be subject to payment obligation and of any 
limitations to be placed upon a tax equivalent payment; that information con- 
cerning the nature, value and location of Federal property subject to payment 
requirements is essential; that in the absence of a complete contemporaneous 
inventory of Federal property, the only method for securing this information is 
to aggregate data supplied by individual Federal agencies after they have sur- 
veyed their property holdings; that such surveys involve much time and labor, 
and Federal agencies have no knowledge of the value of their properties for tax 
purposes and are therefore in no position to report more than the costs to the 
Federal Government of acquiring the property adjusted, in some cases, for 
depreciation ; that there are difficulties in ascertaining the proper rate to apply 
the property values to find the Federal tax liability, and since these rates vary 
considerably in different localities, reasonable accuracy would require considera 
tion of the location of each unit of Federal property; that in the case of pay- 
ments-in-lieu, the effect of offsets or other payment-limiting factors offers further 
complications ; and finally, that estimates have no prospective accuracy since the 
nature and amount of Federal holdings may change, locations of personal prop- 
erty may shift, and tax rates in any jurisdiction may change. 

In attempting to arrive at estimates, the Study Committee relied almost entirely 
on testimony of representatives of the Bureau of the Budget before this committee 
during the 83d Congress in connection with payments-in-lieu bills then pending 
before it (S. 788, S. 2473 and H. R. 5605). In this testimony, considerable stress 
was laid upon the relation between a cutoff date and the estimated cost of the 
program. Thus, a 1939 cutoff date would entail Federal expenditures of roughly 
five times the amount which would be forthcoming if a 1950 cutoff date were 
used. (See discussion of cutoff date under recommendation No. 4.) 


THE PENDING BILLS 


Detailed summaries and analyses of the pending bills are annexed hereto as 
appendixes B, C, D, and E. They will also be available in volume I of the 
hearings, and in the form of a comparative print which is now under prepara 
tion. For the convenience of the committee, a brief outline of each of the bills 
appears below. 


NS. 1566, establishing a general policy and procedures with respect to payments 
to State and local governments on account of Federal real property and tan- 
gible personal property, and for other purposes 


This bill, introduced by Senator Humphrey, for himself, Senators Kuchel and 
Goldwater, consists of introductory sections specifying a short title, declaring 
the general policy and giving special definitions, followed by five titles, as 
follows: 


Title I—Payments on tax-exempt properties 

Title II—Consent to State and local taxation 

Title 11I—Consent to special assessments 

Title IV—Payments to local governments not otherwise compensated for 
substantial financial burdens 

Title V—General provisions 


Titles I and II, taken together, would establish a classification of Federal 
properties as a basis for periodic payments to State and local governments, with 
separate standards of payment provided for each category of property. The 
categories and standards may be summarized as follows: 

1. Three groups of properties subject to administratively determined payments : 

(a) An inclusive group of properties serving national or broad regional 
interests, for which payments will be based primarily on an estimate of taxes, 
with adjustments for special services required or furnished by the Federal 
Government in connection with the properties. For most of these properties, 
the estimate of taxes will be based on the value of the properties exclusive 
of improvements made or personal property added by the Federal Govern- 
ment after acquisition of the property. For commercial and industrial prop- 
erties, however, the value of Federal improvements and tangible personal 
property after a specified date (left open in the bill) will also be considered ; 
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this is subject, however, to a limit on the total payment. In any particular 
case payment of taxes upon properties now subject to taxation under other 
statutes may be continued in place of administratively determined payments, 
if the policy of the act will be better served thereby. 

(b) Resettlement and certain defense-housing projects, for which full tax 
equivalent payments, less offsets for services supplied by the Federal Govern 
ment, will be made. 

(c) Other properties upon which, ultimately, no payments will be made 
under titles I and II after a period of diminishing transition payments. 

2. Two groups of properties exempt from all payments, other than special 
asseSsments and any hardship payments under title IV: 

(a) Properties used for purposes for which properties under private own 
ership would be exempt from taxation. 

(b) Properties used primarily for services to the local public. 

3. Three groups of properties for which consent to State and local property 
taxation is given: 

(a) Properties acquired by the Federal Government in connection with 
loans or contracts of insurance or guaranty, while held pending disposition 

(b) Properties leased or sold under conditional sale contracts to privite 
persons. 

(c) Properties now subject to taxation if, in any particular case, the 
owning agency decides and the supervisory commission concurs, that the 
policy of the act will be better served by permitting taxation to continue. 

Title LIT would consent to the levying of special assessments for local im 
provements for all classes of Federal real property covered by the bill. 

Title 1V would give authority for payments to local governments not otherwise 
compensated for substantial financial burdens arising in connection with Fed 
eral real property or activities. These payments may relate to services provided 
to Federal property, to persons living on Federal property, or to persons employed 
on Federal property. 

Title V provides for an administrative system in which the basic responsibility 
for all payments is lodged in the property-using or -owning agencies, and respou- 
sibility for assuring uniformity of policy through issuance of regulations and in- 
terpretations is vested in a commission. 

(A detailed analytical summary of the provisions of this bill is found in 
appendix B, annexed hereto. )*° 
S. 1657, to authorize the taxation of certain Federal property by State and local 

tax authorities, to provide for the payment by Federal agencies of sums in 
lieu of tares with respect to certain other Federal property, and for other 
purposes 

This bill, introduced by Senator Bush, consists of introductory sections specify- 
ing a short title, declaring the general policy, and giving special definitions, may 
be outlined as follows: 

Section 4—Consent to taxation of certain Federal property 

Sections 5, 7, and S—Payments in lieu of taxes with respect to certain Federal 
property 

Section 6—Excluded properties 

Section 9—Consent to levy of special assessments 

Sections 10-13—Administrative provisions 

Sections 14-16—General provisions 

Sections 4 through 8, taken together, would establish a classification of Federal 
properties as a basis for annual payments to State and local government, related 
more or less closely to the property tax payments which might be made on pri- 
vately owned properties. The categories and their treatment may be summarized 
as follows: 

1. Beclusions.—Certian groups of properties would be exempted (by sec. 6) 
from either taxation under section 4 or payments in lieu of taxes under section 5. 
These exchisions cover— 

(a) Any Federal property (1) acquired by any Federal agency before 
September 8, 1939, or (2) subject under any other law to such payments to 
the same tax authority. 

(b) Any Federal property which (1) if privately owned, would be exempt 
from tax because of its use, (2) is the subject of revenue-sharing under Fed- 
eral law, or (3) is devoted primarily to local governmental use, e. g., a court- 
house or post office. 

(c) Properties in certain uses specifically listed. 








® See infra, p. 73. 
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(d) Any stock of strategic or critical material or any agricultural com- 
modity in the custody of a Federal agency, or other personal property not 
devoted to an industrial or commercial use. 

2. Transitional payments.—The properties excluded by subsection 6 (c) would 
generally be subject under section 8 to a system of transitional payments in lieu 
of taxes during a period of 10 years after enactment of the bill. 

3. Taxation.—Federal property of the following classes would be subject under 
section 4 to State and local taxation, the same as other like property in the same 
jurisdiction : 

(a) Property held to secure a Federal agency against loss in connection 
with a loan, contract of insurance, or guaranty. 

(b) Property leased or sold under a conditional sale contract to any taxable 
person. 

4. Payments in lieu of tawes.—Federal property of the following classes would 
be subject under section 5 to payments in lieu of taxes unless it is excluded by 
various limiting provisions: 

(a) Property devoted to commercial or industrial use by or on behalf of a 
Federal agency. 

(b) Property devoted to housing of individuals for which rent is received. 

(c) Property devoted primarily to any other use except a local govern- 
mental use. 

Section 9 would consent to the levying against any Federal property of special 
assessments for local improvements, subject to requirements that any assessment 
be levied upon non-Federal as well as upon Federal property, and that at least 
as favorable treatment be accorded the Federal property as to like property 
owned by taxable persons. 

Sections 10 and 11 would establish a Federal Tax Payments Board and pre- 
scribe its powers and duties, which are the general supervision of the payments 
authorized by the bill. The bill generally assigns initial responsibility for pay- 
ments to the property-using or -owning agencies, subject to appeals to the Board. 
Section 12 provides for an advisory committee representing Federal, State, and 
local interests. 

(A detailed analytical summary of the provisions of this bill is found in 
appendix C, annexed hereto. )° 


S. 2390, a bill to consent to the tawvation of certain Federal property by State 
and local tax authorities, to provide for the payment by Federal agencies of 
sums in lieu of taxes with respect to certain other Federal property, and for 
other purposes 

This bill, introduced by Senator Knowland, consists of introductory sections 
specifying a short title, declaring the general policy, and giving special definitions, 
followed by sections which may be outlined as follows: 

Section 4—Consent to taxation of certain Federal property 

Sections 5, 7, and 8—Payments in lieu of taxes with respect to certain 
Federal property 

Section 6—Excluded properties 

Section 9—Consent to levy of special assessments 

Sections 10-13—Administrative provisions 

Section 14—Action for collection of payments 

Sections 15-17—General provisions 

Sections 4 through 8, taken together, would establish a classification of Federal 
properties as a basis for annual payments to State and local government, related 
more or less closely to the property tax payments which might be made on 
privately owned properties. The categories and their treatment may be sum- 
marized as follows: 

1. Exclusions.—Certain groups of properties would be exempted (by sec. 6) 
from either taxation under section 4 or payments in lieu of taxes under section 
5. These exclusions cover— 

(a) Any Federal property (1) acquired by any Federal agency before 
September 8, 1939, or (2) subject under any other law to such payments to 
the same tax authority. 

(b) Any Federal property which (1) if privately owned, would be exempt 
from tax because of its use, (2) is the subject of revenue-sharing under 
Federal law, or (8) is devoted primarily to any local governmental use, e. g., 
a courthouse or post office. 

(c) Properties in certain uses specifically listed. 

(d) Any stock of strategic or critical material or any agricultural com- 
modity in the custody of a Federal agency, or other personal property not 
devoted to an industrial or commercial use. 


® See infra, p. 84. 
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2. Transitional payments.—The properties excluded by subsection 6 (c) would 
generally be subject under section 8 to a system of transitional payments in 
lieu of taxes during a period of 10 years after acquisition. 

3. Taxation.—Federal property of the following classes would be subject under 
section 4 to State and local taxation, the same as other like property in the 
same jurisdiction : 

(a) Property held to secure a Federal agency against loss in connection 
with a loan, contract of insurance, or guaranty. 

(b) Property leased or sold under a conditional sale contract to any tax- 
able person. 

4, Payments in lieu of tares.—F ederal property of the following classes would 
be subject under section 5 to payments in lieu of taxes unless it is excluded by 
various limiting provisions: 

(a) Property devoted to commercial or industrial use by or on behalf of 
a Federal agency. 

(b) Property devoted to housing of individuals for which rent is received. 

(c) Property devoted primarily to any other use except a local govern- 
mental use. 

Section 9 would consent to the levying against any Federal property of special 
assessments for local improvements, subject to requirements that any assessment 
be levied upon non-Federal as well as upon Federal property, and that at least 
as favorable treatment be accorded the Federal property as to like property 
owned by taxable persons. 

Sections 11 and 12 would establish a Federal Tax Payments Board and pre- 
scribe its powers and duties, which are the general supervision of the payments 
authorized by the bill. The bill generally assigns initial responsibility for pay- 
ments to the property-using or owning agencies, subject to appeals to the Board. 
Section 13 provides for an advisory committee representing Federal, State, and 
local interests. Section 14 allows claimant State and local tax authorities to 
appeal to the United States district courts in cases where any part of a claim 
has not been paid by a Federal agency. 

(A detailed analytical summary of the provisions of this bill is found in 
appendix D, annexed hereto. )‘ 


¥ 


S. 2754, to authorize the taxation of certain Federal real property by State and 
locai tax authorities, and for other purposes 

This bill, introduced by Senator Malone, provides consent generally to the 
levy of State and local real property taxes and special assessments against Fed- 
eral real property. 

Section 2 establishes special definitions. 

Section 3 provides for Federal consent to State and local taxation of all 
Federal real property within the territorial jurisdiction of the State and local 
taxing authorities where located to the same extent and under the same con- 
ditions as other property of like class, excluding only Federal property which 
(1) if privately owned or controlled would be exempt because of the use to 
which it is devoted; (2) is the subject of any revenue-sharing arrangement 
under Federal law where such revenue equals or exceeds the tax which would 
otherwise be levied in the regular manner; or (3) is devoted primarily to 
certain uses specifically listed, including properties devoted to activities tradi- 
tionally carried on by the Federal Government. 

Section 4 consents to the levying of special assessments on Federal real 
property. 

Section 5 provides for the payment of taxes and special assessments by Fed- 
eral owning agencies and for the furnishing of certain specified information 
by such agencies to State and local taxing authorities. 

Section 6 specifies the manner in which State and local taxing authorities 
proceed to levy and collect taxes upon Federal property; requires certain stated 
steps to be taken, in the absence of which no payment is to be made; exempts 
Federal property-owning agencies and their property from penalties, interest 
payments, or liens for failure to make timely payments; and exempts properties 
which are subject to payments of taxes or in lieu thereof under other provisions 
of law. 

Section 7 authorizes State and local taxing authorities to file an action for 
collection of taxes in an appropriate United States district court to recover any 
unpaid portion of a claim for taxes or special assessments which has been duly 
filed, and provides for regular appellate procedures, subject to certain time 
requirements and limitations. 

(A detailed analytical summary of the provisions of the bill is found in 
appendix E, annexed hereto. )* 


T See infra, p. 90. 
® See infra, p. 97. 
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SUMMARY 





S. 1566, S. 1657, and S. 2390 would all provide broad, permanent programs 
with respect to Federal payments of taxes or in lieu thereof to State and local 
taxing authorities. If enacted, each would carry out substantially the major 
recommendations of the Commission on Intergovernmental Relations and its 
Study Committee on Payments in Lieu of Taxes and Shared Revenues. S. 2754, 
however, would provide only for direct taxation of Federal real property sub- 
ject to certain stated limitations. 

In general, the first three measures provide for (1) direct taxation of Federal 
real and tangible personal property by State and local taxing units with respect 
to a very small category of properties and for special assessments for local im- 
provements; (2) administratively determined payments in lieu of taxes on a 
much larger category of properties, notably, those devoted to commercial or 
industrial activities, and those which are devoted to a national or broad regional 
purpose; (3) the exemption or exclusion of specified categories of properties, 
notably those devoted to serving the local public and those which are already 
subject to payments of taxes or in lieu thereof under a revenue-sharing arrange- 
ment; (4) the exemption or exclusion of all properties acquired by the Federal 
Government prior to a stated cutoff date; (5) transitional payments for a 
limited period of time with respect to certain properties which would not other- 
wise be subject to any payments; (6) limitations on the amounts of payments 
by the Federal Government so as to avoid excessive contributions; (7) ma- 
chinery and procedures for administering the law, including a formula for de- 
termining the amount of Federal payments, and the establishment of a Federal 
board or agency which would review the amount of payments determined and 
claimed by local taxing authorities in the event of a controversy between the 
Federal owning agency and the local taxing authorities. 

As indicated earlier, a detailed comparative analysis of the relationship of 
the pending bills to each other and to the report and recommendations of the 
Commission on Intergovernmental Relations and its Study Committee on Pay- 
ments in Lieu of Taxes will be made available. For the convenience of the 
committee, a brief comparative summary follows: 

S. 1657 and S. 2390 were designed to carry out the major objectives of the 
Commission and its Study Committee. With the exception of minor differences, 
relating largely to matters of administration, they are substantially identical 
and bear a close relationship to the Study Committee’s recommendations. 

With respect to areas of difference, these bills would vest in the proposed Fed- 
eral administering commission less authority than was recommended by the 
Study Committee and is contained in S. 1566. In addition, 8S. 2390 authorizes 
State and local taxing authorities to file an action in an appropriate United States 
district court for the collection of payments claimed, subject to certain limita- 
tions. No recommendation to this effect was made by the Study Committee and 
neither S. 1566 nor 8. 1657 provides for such an action. Finally, the formula for 
transition payments incorporated in S. 1566 and §S. 2390 differs somewhat from 
that recommended by the Study Committee. 

S. 1566, however, differs from the recommendations of the Study Committee 
and from the other bills in the following additional respects: (1) it would provide 
for the establishment by the proposed Federal administering commission of a 
supplementary system of payments-in-lieu where ownership or use of Federal 
property results in the imposition upon local governments of substantial financial 
burdens for which relief is not otherwise provided; (2) it would limit the amount 
of payments by the Federal Government only with respect to property used for 
commercial or industrial purposes, such limitation amounting to no more than 
10 times the tax equivalent on the property, exclusive of Federal improvements 
and Federal tangible personal property (S. 1657, S. 2390 and the Study Committee 
provide that if the aggregate of the amount of payments for any fiscal year by 
one or more Federal owning agencies exceeds the aggregate amount which the 
authority levies on all non-Federal taxable property in its territorial jurisdiction, 
any such Federal agency may apply to the Federal administering commission for 
a reduction) ; (3) it vests the initial computation of the liability for Federal pay- 
ments in the Federal owning agency (S. 1657, S. 2390 and the Study Committee 
vest this initial computation in the State and local taxing authority); (4) it 
provides for a timelag for accepting and acting upon initial applications for pay- 
ments from State and local taxing authorities (no recommendations on this sub- 
ject are contained in the Study Committee’s report or in S. 1657 and 8S. 2390) : 
(5) with respect to special assessments, there is no requirement in S. 1566 (as 
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in the Study Committee’s report and in S. 1657 and S. 2390) that non-Federal as 
well as Federal property be benefited by the special assessment; (6) it limits 
personal property covered to that which has a fixed location by reason of attach- 
ment to real property (the Study Committee, 8. 1657 and 8S. 2390 do not provide 
for such restriction) ; (7) it exempts specifically properties of the Atomic Energy 
Commission other than those used or held for commercial or industrial activities 
(provided for in general terms in S. 1657 and S. 2390); and (8) it includes ¢ 
repealer which would eliminate a large number of existing statutes relative to 
payments of taxes or in lieu thereof, thus promoting uniformity of policies and 
programs throughout the Federal Government with respect to like properties 
(S. 1657 and S. 2390 generally preserve the status quo with respect to existing 
law). 
AREAS OF CONTROVERSY 


The report and recommendations of the Commission on Intergovernmen 
Relations and its Study Committee on Payments in Lieu of Taxes and Shared 
Revenues, as well as the pending bills, involve a number of controversial areas 
to which the committee may desire to give attention. Most of these appear to 
4 require basic policy determinations which go to the heart of the delicate lederal- 
: State-local fiscal relationship. 

The following are the more important specific issues to which the committee 
may desire to address itself during the course of hearings on the pending 
measures : 

1. Should the Federal Government waive its immunity by subjecting its 
property to direct taxation, or should it make its contributions to State and 
local governments only by means of payments in lieu of taxes? 

The Intergovernmental Relations Commission recommended only that pay- 
ments in lieu of taxes be made. Its Study Committee, and 8S. 1566, S. 1657, and 
z S. 2390, would permit direct taxation in a very limited category of properties, 
and in the case of special assessments for local improvements. S. 2754 wonld 
authorize a complete program of direct taxation of Federal property. 

In support of direct taxation, it is contended that in the limited category pro- 





a posed by the Study Committee and provided for by the first three pending bills, 
* the interest of the Federal Government is purely temporary, since the property 
x was previously on the tax rolls; and that it will be restored to such rolls afte: 


a short period of Federal ownership. 

Those opposed to direct taxation argue, however, that the Federal Govern 
ment should not relinquish its immunity from State and local taxation as a mat- 
ter of principle, although it is recognized that the Congress has relinquished 
such immunity in specific cases from time to time. 

2. Should the Federal Government make payments in lieu of taxes on military 

and naval installations which are engaged in commercial or industrial activities 
(such as Navy yards and arsenals constructed subsequent to any cutoff date 
that may be included in legislative proposals), or should such installations and 
activities be excluded? 

The Study Committee, and all of the pending bills would subject Federal prop- 
erty in this category to payments in lieu. In support of this position, it is stated 
that these are the very types of property which have caused widespread demand 
for Federal contributions for the support of local government; that adequate 
safeguards for the Federal taxpayer have been provided by a cutoff date and by 
antiwindfall provisions: and that equity requires the Federal taxpayer rather 

than the local taxpayer to share these burdens. 

a Opponents contend that this will increase tremendously the defense costs of 

a the Nation; place the Federal Government at the mercy of local taxing author 
ities with respect to such activities ; and provide a windfall for the areas in which 
such activities are carried on. 

3. Should the cutoff date for Federal acquisitions, prior to which no payments 
of any kind would be made, be September 8, 1939 (outbreak of World War II), 
or July 1, 1950 (outbreak of Korean war)? 

The Commission recommended the establishment of a cutoff date, with 1939 as 

4 the earliest and 1950 as the latest, observing that it realized the arbitrary nature 
; of such a date and concluding that it was not prepared to recommend a specific 
cutoff date. The Study Committee, however, recommends strongly a cutoff date of 
September 8, 1939." Although recognizing that equity does not require Federa! 


em) 


*Commissioner Folsom dissented (see p. 69 of Study Committee report, set forth in ap- 
pendix II, p. 206, of this hearing). 
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payments on properties whose noncontributory status has become integrated into 
the economic and fiscal life of the community, it recommends the 1939 date on 
the ground that a later date would prejudice those communities which have car- 
ried a greater burden arising from the national-defense program for the longer 
period. 

Opponents of the 1939 date argue that the 1950 date is more realistic; that the 
1939 date ignores the fact that the non-contributory-tax status of such property 
has long been integrated into the economic and fiscal life of the community; that 
it would greatly increase national-defense costs (by, roughly, 5 times the cost 
entailed than if the 1950 date were used) ; and that the 1939 date would result 
in a windfall for current property owners to which they are not entitled. 

S. 1566 leaves the cutoff date open; S. 1657 and S. 2390 use September 8, 1939, 
as the cutoff date; and S. 2754 contains no cutoff date. 

4. What formula for determining the Federal liability to make payments in 
lieu should be established so as to insure against windfalls to loca: taxpayers and 
to local taxing authorities? 

The Commission states only that some type of arbitrary limitation on Federal 
payments is necessary to prevent excessive payments or windfalls to some local 
governments. The study committee recommends a formula as follows: Where 
the Federal payments in any taxing jurisdiction do not exceed the total property 
taxes levied against other property owners, they should be deemed free from any 
windfall character; where they exceed this level, each individual case should be 
examined by the proposed Federal Review Board to determine how much of the 
excess, if any, should be paid to the local taxing jurisdiction. 

This formula is incorporated in 8. 1657 and 8. 2390. S. 1566, however, provides 
for a limitation on Federal payments only with respect to property used for com- 
mercial or industrial purposes, such limitation amounting to 10 times the tax 
equivalent on the property, exclusive of Federal improvements and tangible 
personal property. 

The Study Committee contends that this was the best they could come up with; 
that all fixed formulas for mechanically determining the proper payment fail to 
give any assurance of substantial justice in individual cases; that it is unable 
to accept any formula limiting the property valuation in terms of any fixed ratio 
to the value at the time of Federal acquisition; and that of all the antiwindfall 
proposals studied the formula it recommends combines the greatest amount of 
administrative simplicity with the largest measure of substantial justice. 

Opponents point out that antiwindfall provisions to prevent excessive Federal 
payments are necessary because in some situations Federal activities require an 
unusual concentration of costly improvements and equipment greatly in excess 
of the ratio of improvements and tangible personal property to site (land) value 
found in private enterprise, and that in such situations Federal payments based 
upon the value of improvements and tangible personalty would result in exces- 
sive Federal payments, and that the Federal payment on account of a parcel of 
property should bear a reasonable relationship to the taxes which the property 
would produce if it were not required for Federal purposes but were utilized by 
taxable enterprise. 

5. Should the Federal Government consent to the payment of special assess- 
ments to State and local taxing authorities to finance local improvements, where 
both non-Federal and Federal properties are included in the benefited district and 
subjected to the assessment, provided that the Federal property is treated on the 
same basis and accorded the same safeguards and exemptions as the non-Federal 
property? 

The Commission, the Study Committee, and all of the pending bills provide for 
Federal consent to such special assessments. In support of consent to special 
assessments, it is asserted that such assessments are merely land service charges 
for particular improvements which enhance the value of the property; that so 
long as the Federal property alone is not subjected to such charges to finance 
community improvements, there appears to be no reason why Federal property 
should not pay its normal and regular share for local improvements which serve 
to enhance the value of its property as well as that of other property owners. 

In opposition, several Federal agencies, during hearings on payment-in-lieu 
bills in the 83d Congress, argued that if consent to special assessments is granted, 
local taxing authorities might levy special assessments on Federal properties for 
projects desired by local communities where the Federal Government alone would 
bear the cost regardless of its needs, or desires. 

The Study Committee, although in general agreement with these contentions, 
points out that with the safeguards which its recommends (which are incorpo- 
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rated in all of the pending bills except S. 2754), Federal property would be 
adequately protected. 

6. Should the Federal Government make transition payments on a category 
of properties which normally and traditionally would not be subject to any 
payments whatever? 

The Commission recommended only that transition payments be made in certain 
cases. The Study Committee, 8. 1566, 8. 1657, and S. 2390 all provide for transi- 
tion payments by the Federal Government on a category of property with respect 
to which no payments of any kind would ordinarily be made. Federal pay- 
ments-in-lieu in diminishing amounts over a period of not more than 10 years 
would be required on properties in this category which were acquired either 
during the 10-year period immediately preceding enactment of this proposal or 
are acquired subsequent thereto. All properties acquired by the Federal Gov- 
ernment more than 10 years prior to enactment would retain their exemption. 
Under the formula recommended by the Study Committee and incorporated in the 
three bills mentioned above, property acquired after enactment of this proposal 
would be subject to annual payments based upon the formula; property owned 
by the Federal Government at the time of enactment would be subject to annual 
payments based upon the same formula, but no payments would be made for any 
fiscal year prior to enactment, and for the purpose of determining payments there- 
after the amount would be computed as if payments had been made in the years 
preceding enactment. 

In support of this provision it is contended that new Federal acquisitions which 
remove properties from the tax rolls impose a hardship upon local taxing authori- 
ties, and transitional payments would provide them with a necessary cushion. 
The issue here raised relates to whether or not there is justification for transi- 
tional payments on property owned by the Federal Government at the time of 
enactment for a period of less than 10 years. The Study Committee appears to 
have taken the view that payments in this category would serve as an additional 
cushion against the shock of depletion resulting from new Federal acquisitions. 
7. Should the initial computation or determination of Federal liability for 
payments-in-lieu be placed in the hands of local taxing authorities or should it be 
given to the Federal owning agency or to a Federal administrative commission? 

The Study Committee, S. 1657, and 8S. 2390 would place the initial computation 
in the local taxing authorities. S. 1566 would place it in the Federal owning 
agency. 

In support of placing the initial determination in the local taxing authorities, 
it is contended that this would eliminate difficult administrative operations 
connected with the determination of tax equivalents; that local taxing author- 
ities would apply local assessment practices and current tax rates to determine 
Federal payments in exactly the same manner as is done with private-property 
owners; that the Federal Government would have the same administrative and 
judicial review and appellate procedures open to it as have private owners; and 
that additional safeguards are provided by authorizing the Federal administer- 
ing commission to review the tax equivalent amount and make adjustments where 
justified. 

In opposition, it is argued that to vest in local taxing authorities the initial 
computation would be placing the Federal Government at the mercy of such local 
authorities, and that the Federal Government's representatives would be unable 
to negotiate differences with local taxing authorities as freely or in the same 
manner as private taxpayers. 

8. Should the Federal Government consent to making payments of taxes or in 
lieu thereof on tangible personal property which is incidental to commercial or 
industrial activities or operations? 

The Study Committee, 8. 1566, S. 1657, and S. 2390 all provide for payments on 
Federal tangible personal property which is incidental to commercial or in- 
dustrial operations. §S. 1566, however, limits the personal property covered to 
that which has a fixed location by reason of attachment to real property. 

In support of payments with respect to this category of property, it is con- 
tended that if equity requires the Federal Government to make payments to 
local tax authorities for losses resulting from the tax-immune status of Federal 
real property, the rule should be the same with respect to Federal tangible 
personal property. It is further contended that unless such property is subject- 
ed to payments, private contractors performing services for the Federal Goyern- 
ment are given an avenue of escape from taxation since their personal property 
is often comingled with that of the Federal Government. 








66 PAYMENTS TO STATE OR LOCAL TAXING UNITS 


In opposition, it is argued that tangible personal property fluctuates in volume 
as inventories changes, resulting in numerous administrative difficulties in con- 
nection with determining taxes or tax equivalents. 

Eur E. NopreMAn, 
Professional Staff Member. 
Approved : 
WALTER L. ReEyNoubs, Staff Director. 


Appenprx A To STAFF MEMORANDUM No, 84-1-36 


SUMMARY OF FINDINGS AND RECOMMENDATIONS OF THE COMMISSION ON INTER- 
GOVERN MENTAL RELATIONS WITH RESPECT TO PAYMENTS IN LIEU oF TAXES 


The findings and recommendations of the Commission on Intergovernmental 
Relations relating to payments of taxes or in lieu thereof by the Federal Govern- 
ment to State and local governments are contained in chapter 4 of its report, 
entitled, “Financial Aspects of the American Federal System.” 

In this chapter, the Commission reviewed and examined various aspects of the 
problem and made a number of general observations and recommendations with 
respect to the overall situation as well as to the specific problem of payments in 
lieu of taxes. For specific detailed recommendations in this area, the Commis- 
sion referred to the report of its Study Committee on Payments in Lieu of Taxes 
and Shared Revenues (the only supporting volume pertinent to the subject under 
consideration ). 


GENERAL OBSERVATIONS 


In discussing the general subject, the Commission observed that “the strength 
of our Federal system is no greater than the strength and vitality of the many 
governments which compose it’’ and “fiscal capacity is an essential ingredient of 
this strength and one measure of it.” 

The Commission observed further that “if State and local governments are to 
absorb additional functions or to take on an increasing share of emerging govern- 
mental responsibilities, the question arises whether they are financially able to 
carry the load. States, and more particularly local governments, are said to 
lack resources adequate for the discharge of the duties and responsibilities re- 
quired of them. If it is impossible for them to satisfy the demands of their 
citizens for governmental services, traditional local self-reliance may be weakened 
and pressures may increase for Federal participation in services hitherto re- 
garded as primarily State and local responsibilities. The Commission believes 
the fiscal imbalances among levels of government must be reduced if our Federal 
form of government is to endure and if government as a whole is to be responsive 
to the will of the governed.” 

Noting that there are many obstacles in the way of expanding State and local 
revenues to enable these governmental levels to assume their proper responsi- 
bilities, the Commission observed that it did not believe there was any single 
solution to the problem. 

In a subsequent section of the chapter dealing with measures needed to 
strengthen State and local finances, the Commission observed that a combina- 
tion of measures “must be used to enable States to assume and finance added 
activities” and that such measures “must be varied, some gradual and others 
immediate in their application,” 


OBSERVATIONS RELATIVE TO PAYMENTS IN LIEU OF TAXES 


In a subsection, entitled “Intergovernmental Tax Immunities,” the Commis- 
sion observed that one aspect of tax relations among governments requiring 
urgent attention is the immunity of the National Government from State and 
local taxation, and that in this area, the problem of greatest concern to local 
governments is the tax status of Federal property. 

In this connection, the Commission found that the immunity of federally 
owned property from State and local ad valorem taxation has reduced the tax 
base of many communities which rely on property taxes as their chief source 
of revenue; that the impact of this immunity is uneven; and that it is particu- 
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larly severe in areas where the value of Federal property is a large part of total 
property values. The Commission found further that this problem has in- 
creased in importance with the acceleration of property acquisitions associated 
with the war and defense efforts and with diverse other Federal programs, in- 
cluding urban housing, power production, resources conservation, and regional 
development and conservation. 

Finally, the Commission found that the Congress has not considered constitu- 
tional immunity as freeing the National Government from all responsibility for 
paying State and local taxes or their equivalents; that over the years, it has 
developed a variety of financial arrangements between the National and State- 
local governments; and that at present, the National Government’s payments to 
local governments on its extensive property holdings vary widely. Thus, it pays 
taxes on some, like any other property owner; on others, it makes payments in 
lieu of taxes; and on still others, a percentage of revenue from Federal opera- 
tion of the property is paid to State and local units. However, in many cases, 
there is no payment at all. 


GENERAL RECOMMENDATIONS RELATIVE TO PAYMENTS IN LIEU OF TAXES 


The Commission’s general recommendations and the rationale therefor follows: 
1. That the Federal Government inaugurate a broad system of payments 
in lieu of property taxes to State and local governments ; 
2. That the most important class of properties on which such payments 
should be made is commercial or industrial properties ; and 
3. That special assessment payments and transitional payments in lieu 
of taxes should be made in certain cases. 

In support of these three recommendations, the Commission stated that it 
believes these payments are necessary to help preserve financially healthy local 
governments; that present tax immunities of Federal property have weakened 
many local governments; that the States and the National Government share in 
the responsibility for avoiding actions which impair the financial ability of local 
governments; and that equity as between Federal and local taxpayers requires 
the National Government to make appropriate payments. 

The Commission continues with the following additional recommendations and 
supporting material; 

4. That payments in lieu of taxes should be based largely on the property 
tax system which is the main source of local revenue; 

5. That no in-lieu payments should be made on any properties acquired 
prior to a specified cut-off date, either September 8, 1939, the earliest, or July 
1, 1950, the latest ; and ‘ 

6. That in addition to a cut-off date, some type of arbitrary limitation on 
Federal payments is necessary to prevent excessive payments or windfalls 
to some local governments. 


In support of the fifth recommendation, the Commission states that it does 
not believe that equity requires the initiation of payments in lieu of taxes or 
properties held by the National Government where their noncontributory status 
has already become integrated into the economic and fiscal patterns of the com- 
munity; and that the dates suggested marked the begining of periods of large- 
scale acquisition of properties for defense purposes, which properties have been 
largely responsible for the problem now faced by State and local governments 
The Commission adds, however, that recognizing that any selection of dates must 
be arbitrary, it is not prepared to recommend a specific cut-off date. 

With respect to specific recommendations, the Commission stated : 

“In the Commission’s opinion, the exhaustive report of its Study Committee 
on Payments in Lieu of Taxes and Shared Revenues will provide the Congress with 
a solid foundation upon which to build a sound program of payments in lieu 
or taxes on Federal properties * * *.” 


Report of the Study Commitiee on Payments in Lieu of Taves and Shared 
Revenues 

The report submitted by the Study Committee is divided into 4 parts, com- 
prising 14 chapters and 8 appendices. Part I (two chapters) contains the Com- 
mittee’s summary and recommendations. Part II (three chapters) presents 
a general introduction to the subject, including a brief analysis of the nature 
and extent of its studies, the manner in which they were conducted, the types 
of testimony received, and the limitations upon the scope of its work (ch. 3); 
a brief discussion of the background of the problem, emphasizing such matters 
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as the dependence of local governments on property taxes, the nature of Federal 
properties, the lack of inventory, the area and value of Federal property, dis- 
tribution of Federal holdings, fiscal impact of tax-immune Federal properties 
upon individual communities, potential revenue from tax on Federal property, 
growth of Federal properties and local dissatisfaction, the present Federal con- 
tributions, and past studies of the problem (ch. 4); and a brief statement of 
the Committee's guiding considerations (ch. 5). 

Part III (four chapters) deals entirely with properties not associated with 
shared revenues, and is the heart of the report, so far as the pending legislation 
is concerned. Considered here are the general approaches to the solution of 
the problem, of which the following five are emphasized: (1) Tax approach ; 
(2) payments in lieu; (3) payments on excess Federal properties; (4) pay- 
ments for specific services; and (5) payments of a sum for each person connected 
by residence or employment with Federal property (ch. 6). This is followed 
by a brief chapter on the Committee’s conclusion (ch. 7) ; a chapter devoted to 
its recommendations with an explanation of the reasons for each recommenda- 
tion (ch. 8); and a brief analysis of the costs of these recommendations to the 
Federal Government, which emphasizes the numerous difficulties involved in 
attempting to estimate costs (ch. 9). 


THE NATURE OF THE PROBLEM 


Under the intergovernmental tax immunities doctrine, all Federal property 
is immune from ad valorem taxation by States and local governments. This 
immunity is a source of widespread complaints from local governments which 
generally rely on the property tax as their chief source of revenue. These com- 
plaints have multiplied with the expansion of Federal property holdings and 
especially of those properties devoted to uses comparable to those made of 
privately owned properties, such as commercial and industrial uses. 

The Study Committee found that the Federal Government makes no contri- 
bution to the support of local governments for most Federal properties, although 
under existing statutes, it does make payments for some of its properties, either 
in the form of (a) tax payments; (b) administratively determined payments 
in lieu of taxes; or (c) a sharing of income receipts from operations on Federal 
properties. 

OBJECT OF STUDY 


The Study Committee undertook to review problems of State and local gov- 
ernments arising from the Federal immunity to property taxation and to recom- 
mend a policy to be adopted by the Federal Government for best meeting these 
problems. Its mission was to find a solution to the financial difficulties expe- 
rienced by local governments arising out of the tax immune character of Federal 
properties which would be both appropriate to all the diverse situations in 
existence and compatible with basic concepts which have been part of our con- 
stitutional fabric for a century and a half. 

The Committee was unable to find any universal principle or set of principles 
capable of resolving the extent to which the Federal Government as the owner 
of property should contribute to the support of State and local governments. 
It concluded that generally accepted principles which would authoritatively 
indicate an answer as well as provide an appropriate frame for its philosophical 
justification simply do not exist. The only definitely accepted principle which 
exists is that Federal property is immune from State and loeal taxation and this 
principle, in turn, creates the problem. 

The Committee was not concerned with either the general desirability of 
intergovernmental tax immunities or the propriety of the continued application 
of the immunity doctrine so as to exclude Federal property from State and 
local ad valorem taxation in the absence of congressional consent. The only 
question before it was whether the Congress should consent to make a contri- 
bution of some type to the costs of State and local government because of the 
presence of Federal property. Having found no authoritative general principles 
to shape harmonious rules defining the extent to which the Federal property 
owner should share in the support of local government, the Committee concluded 
that the problem must be approached primarily from considerations of prac- 
ticality and substantial fairness. Thus, its basic objective has been to secure 
substantial equity between Federal and local taxpayers. 
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GENERAL GUIDING CONSIDERATIONS 


After weighing the conflicting considerations which inhere in the problem, 
the Committee listed 10 considerations which it believed were the best guides 
to a reasonable and fair solution of the problem, pointing out, however, that 
they were neither immutable nor dogmatic and that they should be considered 
in their general context and relationship to each other. 

These guiding considerations are: 

1. The diverse characteristics and contrasting uses of Federal properties and 
their varying burdens on local governments preclude a single uniform rule for 
determining the extent to which Federal property should contribute to the 
support of local government. It appears that for some types of properties pay- 
ment is desirable ; for others payment is inappropriate. 

2. The principal basis for distinguishing between Federal properties which 
should contribute to the costs of local government and those which should not 
is the use made of the property. 

3. It is generally fair that the costs of local government allecable under the 
property tax system to an item of federally owned property should be borne by 
the Federal taxpayer if the property serves primarily a national or broad regional 
purpose and conversely by the local taxpayer if the property serves primarily a 
local purpose. 

4. Federal properties devoted to purposes which are of a type customarily the 
subject of private activity or concern should pay their fair share of local govern- 
ment costs without reference to whether they serve a national, regional, or local 
purpose. 

5. Practical considerations suggest that property long in Federal ownership 
and immune from payment should not now be required to contribute to the costs 
of local government. Some general cutoff date is appropriate. 

6. Practical considerations suggest also that existing arrangements for Federal 
payments which have been operating to general satisfaction should not be 
disturbed. 

7. Property used or held primarily for purposes for which property is generally 
exempt from taxation under the laws applicable in the taxing jurisdiction should 
likewise be exempt from any payment obligation in Federal ownership. 

8. With respect to special assessments to finance improvements for the benefit 
of adjoining Federal and private property, Federal property should be treated 
on the same basis as private property and accorded the same safeguards and 
exemptions. 

9. Generally, the foregoing considerations contemplate no distinction between 
real and tangible personal property. 

10. Federal property and persons either living or working thereon should re- 
ceive local public services on the same basis as those generally provided to other 
properties and persons in the community. 








TO SOLUTION OF PROBLEM 





APPROACHES OF STUDY COMMITTEE 





GENERAL 








To find a policy concerning payments for Federal property holdings which 
would most appropriately balance the equities between Federal and local tax- 
payers, the Committee explored the following alternative approaches : 

1. Payment of taxes on Federal property as determined by local tax officials 
according to local tax laws; 

2. Payments in lieu of taxes based upon tax equivalents with or without offsets 
or other payments limiting factors ; 

3. Payment of taxes or tax equivalents on that portion of Federal properties 
in a community exceeding a specified percentage of all property in the community ; 

4. Service payments, or payments for local public services received by the 
Federal property or persons living or employed on it; 

5. Per capita payments or payments of a fixed or calculable sum for each per- 
son living or working on the Federal property within the area of the local 
government. 


GENERAL CONCLUSION OF STUDY COMMITTEE 





The Committee concluded that the solution to the problem could be found 
only within the framework of considerations germane to the property tax and 
all of its recommendations rest upon that conclusion. This conclusion was based 
upon the fact that since the problem is one created by the immunity of Federal 
properties to State and local taxation, its solution should be one bearing a 
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eral properties were subject to these taxes. 

Thus, the Committee rejected the approach of service and per capita payments, 
concluding that although they may have some merit for specific purposes, they 
are not suited to help defray the general expenses of local government which 
should, in the Committee’s view, be the purpose of Federal contributions to local 
governments on account of Federal property holdings. The Committee also 
rejected proposals which would require centralization of responsibility for all 
Federal payments in a single Federal agency, preferring a system whereby 
each Federal property-holding agency would be required to make payment for 
its properties from its funds. Under such a system, each agency, in budget 
requests to the Congress, would be under a continuing duty to justify its 
holdings and under a continuous pressure to keep them at a minimum. 


LIMITATIONS UPON USE OF PROPERTY TAX 


The Committee was aware, however, that the use of the property-tax criterion 
as a measure of the amount of the Federal property owner’s responsibility to 
contribute to local government support is subject to some limitations which 
spring from several factors: 

1. The diverse character of Federal properties and the variety of uses to 
which they may be put, some serving primarily national purposes, and others 
serving primarily local purposes; 

2. The varying service burdens of different properties on State and local 
governments, and conversely, the varying service benefits which they confer on 
these governments to lighten the costs of supplying local public services; 

3. Similarity and contrast in uses made of Federal properties to uses made of 
private properties, with some Federal properties resembling and others differing 
from properties comprising the property-tax bases of most local governments ; 
and 

4, The varying effects of Federal acquisition of different properties upon local 
tax bases, with some properties predating the Republic itself and others acquired 
intermittently during the intervening years, with the consequence that different 
communities and owners of taxable properties within their borders have had 
varying periods of time to adjust, insofar as is possible, to the presence of 
Federal properties. 





CONSIDERATIONS OF THE STUDY COMMITTEE WITH RESPECT TO SOLUTION AND 
RECOMMENDATIONS 


The Committee paid special attention to the necessity for finding a solution 
to the problem which would maintain and promote sound government at all 
levels of our Federal system. Since local governments have been primarily 
affected by the existing situation, the Committee proceeded from the compelling 
need to maintain robust local government. However, the Committee, at the 
same time, deliberately sought solutions which would safeguard the Federal 
Treasury from unwarranted demands. In the Committee’s opinion, the sit- 
uation calls for balanced judgment and reasonableness. 

The Committee believes it has realized its goal of finding a solution which 
would help to preserve financially healthy local governments in its conclusion 
that the Federal Government should inaugurate a broader system of payments 
to local governments by reason of its property holdings and that these payments 
should be responsive to the property-tax system as the system generally ac- 
cepted for allocating among property holders the costs of supporting local 
governments. 

The Committee believes it has realized its goal of finding a solution which would 
safeguard the financial interests of the Federal Government by its recom- 
mendations relative to (1) the broad category of properties exempted from any 
payment requirements whatever ; (2) the restrictive definitions of properties for 
which Federal consent to local taxation is proposed; (8) limiting the amounts 
of payments in lieu of taxes, which contemplate both Federal offsets to tax 
equivalent amounts and maximum limits or ceilings upon Federal payments 
in lieu to any individual tax jurisdiction; (4) the narrow definition of personal 
property made subject to Federal payment requirements; and (5) a cutoff 
date which would generally absolve the Federal Government from all payment 
obligations on properties acquired before that date. 


rational and explainable relationship to the results which would follow if Fed- 
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RECOM MENDATIONS 


1. Congress should not consent to payment of property taxes or any payments 
in lieu of property taxes on the categories of properties enumerated below. This 
immunity should not extend to special assessments (see recommendation 7) : 

(a) Property which, if privately owned or used, would by reason of its 
use be exempt from taxation under the laws of the state of situs. 

(b) Property used or held primarily for services to the local public, in- 
cluding but not limited to the following types of properties: Courthouses ; 
post offices, and properties incidental to local postal operations; weather 
stations and observation posts; assay offices; local irrigation projects; 
sanitation projects; federally owned airports maintained and operated by 
the Civil Aeronautics Administration; and properties used for experimental, 
testing or research purposes, such as a pilot plant, experimental farm, testing 
station, or laboratory, if the activities associated therewith serve pri- 
marily the local public. 

(c) Office buildings not associated with commercial or industrial activi- 
ties and not included in recommendation 2, customhouses, facilities for coin- 
ing money and printing currency, bullion depositories, river and harbor im- 
provements, prisons, reformatories, detention farms, hospitals, dispensaries, 
outpatient clinics, homes for the aged, sanitaria, quarantine and immi- 
gration stations, cemeteries, Coast Guard aids to navigation, Civil Aero- 
nautics Administration aids to air navigation, beacons, facilities used in the 
police and regulatory functions of the Federal Government other than 
those which are incidental to or an integral part of the properties included 
in recommendations 2 or 3) and military and naval installations (but not 
those engaged in industrial or commercial activities) such as forts, camps, 
armories, observation posts, guard posts, proving grounds, and airfields. 

(d) Property which under Federal law is subject to a payment to a State 
or local government of any portion of the revenue derived from its use or 
from the sale of such property or any of its products (revenue-sharing 
arrangements). 

(e) Stocks of strategic and critical materials and of agricultural com- 
modities and other personal property which is not incidental to industrial 
or commercial activities. 


2. The Federal Government should consent to nondiscriminatory State and 
local taxation of the following categories of properties in accordance with the 


laws of the State of situs: 


(a) Properties acquired by the Federal Government to protect its financial 
interest in connection with loans or contracts of insurance or guaranty, such 
payments to continue until the property has been disposed of or placed in 
permanent use by the Federal Government, 

(b) Properties sold by the Federal Government under conditional sales 
contract or leased to taxable persons. 


3. The Federal Government should make payments in lieu of property taxes 
on the following categories of properties, other than those enumerated under 


recommendations 1 and 2: 


(a) Commercial and industrial properties, including properties employed 
by private contractors or subcontractors in the performance of contracts 
with the Federal Government, title to which has passed to the Federal Gov- 
ernment pursuant to any partial or advance payment contract clause. 

(6) Properties used or held for activities which serve primarily national 
or broad regional interests rather than those of the local public. 

(c) Rental housing other than low-rent housing. 








The payments in lieu of taxes should be equivalent to the amount of taxes 
which would be assessable against the property is taxable, according to its 
value as determined by the established tax procedures of the taxing jurisdiction, 
including all provisions for administrative and/or judicial review of assessments, 
tax rates, or levies in accordance with applicable laws governing assessments and 
taxation, provided that Federal property is treated on the same basis and ac- 
corded the same safeguards as non-Federal properties. Payments thus estab- 


lished should be adjusted as follows: 


(i) reduced for the local cost of specific and customary State or local 
governmental services provided at Federal expense to the taxing jurisdiction 
or its residents, or the Federal property, or Federal employees and their 
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families who reside within the taxing jurisdiction. The amount of this 
reduction should be based on the unit cost of the particular services to the 
taxing jurisdiction, or in the absence of such unit cost data should be based 
on the unit cost in comparable nearby taxing jurisdictions. 

(ii) Increased by the amount of the expenditures incurred by the taxing 
jurisdiction in providing specific services to the Federal property which it 
does not customarily provide to non-Federal properties. 


The amount of adjustments (i) and/or (ii), if any, should be determined by 
the Federal Review Board (see recommendation 8) on application of either the 
taxing district or the Federal agency owning the property. Where properties of 
more than one Federal owning agency are located within the taxing district, the 
Federal Review Board should allocate any adjustments made under (i) and/or 
(ii) among the Federal properties involved. 

Local property assessing jurisdictions containing Federal properties deemed 
to be subject to payments in lieu of taxes hereunder should be required to file, 
with the Federal owning agency, applications for such payments on forms pre- 
scribed by the Federal Review Board. The application should contain a state- 
ment by the legally constituted assessing authority showing the property values 
proposed as the basis for computing tax equivalents hereunder. Such application 
should also advise the Federal property-owning agency of the steps necessary to 
be taken to secure administrative and/or judicial review of the valuation of the 
property as fixed by the assessing authority under the laws of the State or situs 
applicable to assessments of property for taxation. 

The application should also contain a statement by an appropriate fiscal 
authority on behalf of the taxing jurisdictions involved showing the applicable 
tax rates and the statutory procedures to be followed to secure review of any 
objections to such rates. 

Federal agencies owning properties subject to payments hereunder, if re- 
quested by the legally constituted assessing officer of the taxing jurisdiction in 
which the property is located, should supply such statements or reports with 
reference to the property aS may under applicable laws be required of the 
owners of taxable property. 

To prevent disproportionate Federal contributions to particular communities, 
the total amount of payments to any taxing district for those properties described 
in paragraphs (a) and (0b) of this recommendation which are located therein 
should be subject to the following limitation: 

If the total payment to any taxing district in any year, as computed here- 
under, exceeds the total taxes levied against all non-Federal taxable property 
in the district, the Federal Review Board (see recommendation 8) should 
determine whether or not the computed total payment would confer un- 
warranted benefits upon the taxing jurisdiction, contrary to the interests of 
the taxpayers of the United States, and should fix the total payment at such 
sum as it shall deem fair and reasonable, but in no event at a sum less than 
the total taxes levied against all non-Federal taxable properties within the 
taxing district. Where properties of more than one Federal owning agency 
are involved, any reduction in the total payment determined hereunder 
should be apportioned among the Federal properties in accordance with their 
respective values as otherwise determined under this recommendation. 

No payment should be made to a State or local government which declines to 
provide services to the Federal property or its residents or employees and their 
families upon the same terms as are accorded to other properties, residents, or 
persons, unless the Federal property-holding agency deems the provision of such 
services to be unnecessary or undesirable. 

These payments should be made by the Federal agency charged with the ad- 
ministration of the particular property. 

4. Recommendations 2 and 3 should not apply to properties acquired by the 
Federal Government before September 8, 1939, unless the Congress has specifically 
authorized the payment of property taxes or payments in lieu of taxes on account 
of such properties. 

5. The Federal Government should make transitional payments in lieu on 
Federal properties described in category (c) of recommendation 1 which would 
not also fall within category (a@), (6), or (e). These transitional payments 
should be made over a 10-year period in diminishing amounts. With respect to 
properties in Federal ownership at the time of the enactment of the legislation 
here proposed, transitional payments should be limited to properties acquired 
within the immediately preceding 10 years. 
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6. In all the foregoing recommendations, the term “property” includes “real 

property” and “tangible personal property” according to the legal definitions of 
these terms in the State of situs. 
7. The Federal Government should consent to the payment of special assess- 
ments to finance local improvements where both non-Federal and Federal prop- 
erties are included in the benefited district and subjected to the assessment, 
provided that Federal property is treated on the same basis and accorded the 
same safeguards and exemptions as non-Federal properties. 

8. Congress should authorize and direct the President to appoint an adminis- 
trative review board, composed of three members who should have responsibility 
for: 

(a) Promulgating rules and regulations governing the payment program 
and assuring that all property-owning Federal agencies pursue uniform pay- 
ment policies. 

(b) Determining the amount of adjusted payments in lieu of taxes under 
recommendation 3. 

(c) Resolving, as an appellate body, Federal and State/local differences 
arising under this program. 

(d) Submitting annual reports to the President. 

An advisory committee should be established to consult and advise the ad- 
ministrative review board with respect to the administration of the payment 
program. This committee should consist of heads of Federal agencies and repre- 
sentatives of State and local governments, and of the public. This committee 
should recommend to the President such changes in the payments legislation 
as it deems necessary. 


APPENDIX B To STAFF MEMORANDUM No. 84-1-36 


PROVISIONS OF S. 1566 (84TH CONG.) 


A bill establishing a general policy and procedures with respect to payments to State and 
local governments on account of Federal real property and tangible personal property, 
and for other purposes 


OUTLINE OF THE BILL 


The bill (S. 1566) consists of introductory sections specifying a short title, 
declaring the general policy, and giving special definitions, followed by five titles 
as follows: 

Title I—Payments on tax-exempt properties 

Title II—Consent to State and local taxation 

Title 11I—Consent to special assessments 

Title IV—-Payments to local governments not otherwise compensated for 
substantial financial burdens 

Title V—General provisions 

Titles I and II, taken together, would establish a classification of Federal 
properties as a basis for periodic payments to State and local governments, with 
separate standards of payment provided for each category of property. The 
rategories and standards may be summarized as follows: 

1. Three groups of properties subject to administratively determined payments: 

(a) An inclusive group of properties serving national or broad regional 
interests, for which payments will be based primarily on an estimate of 
taxes, with adjustments for special services required or furnished by the 
Federal Government in connection with the properties. For most of these 
properties, the estimate of taxes will be based on the value of the properties 
exclusive of improvements made or personal property added by the Federal 
Government after acquisition of the property. For commercial and indus- 
trial properties, however, the value of Federal improvements and tangible 
personal property after a specified date (left open in the bill) will also be 
considered ; this is subject, however, to a limit on the total payment. In 
any particular case payment of taxes upon properties now subject to taxa- 
tion under other statutes may be continued in place of administratively 
determined payments, if the policy of the act will be better served thereby. 

(b) Resettlement and certain defense- housing projects, for which full 
tax-equivalent payments, less offsets for services supplied by the Federal 
Government, will be made. 

(c) Other properties upon which, ultimately, no payments will be made 
under titles I and II after a period of diminishing transition payments. 
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2. Two groups of properties exempt from all payments, other than special 
assessments and any hardship payments under title IV: 

(a) Properties used for purposes for which properties under private owner- 
ship would be exempt from taxation. 

(b) Properties used primarily for services to the local public. 

8. Three groups of properties for which consent to State and local property 
taxation is given: 

(a) Properties acquired by the Federal Government in connection with 
loans or contracts of insurance or guaranty, while held pending disposition. 

(0) Properties leased or sold under conditional sale contracts to private 
persons. 

(c) Properties now subject to taxation if, in any particular case, the 
owning agency decides and the supervisory commission concurs, that the 
policy of the act will be better served by permitting taxation to continue. 

Title III would consent to the levying of special assessments for local im- 
provements for all classes of Federal real property covered by the bill. 

Title IV would give authority for payments to local governments not otherwise 
compensated for substantial financial burdens arising in connection with Federal 
real property or activities. These payments may relate to services provided to 
Federal property, to persons living on Federal property, or to persons employed 
on Federal property. 

Title V provides for an administrative system in which the basic responsibility 
for all payments is lodged in the property-using or owning agencies, and re- 
sponsibility for assuring uniformity of policy through issuance of regulations 
and interpretations is vested in a commission. 

A summary description of each section follows. 


Section 1. Short title 


The act may be cited as the “Act for Payments to State and Local Governments 
on Federal Real Property.” 
Section 2. Declaration of policy 

Subsection (a) of the declaration of policy states that, although the Federal 
Government is under no constitutional obligation to pay taxes or to contribute 
sums in lieu of taxes on account of Federal property, it is the policy of the 
United States to avoid insofar as feasible the impairment of State and local 
government finances through the acquisition of real or certain tangible personal 
property by the Federal Government or through requirements for State or local 
governmental services arising directly from Federal ownership or use of such 
property. Federal officials and employees, in administering the act, are to be 
guided by the general objective of avoiding, insofar as feasible, inequities in tax 
burdens and governmental costs between State-local and Federal taxpayers 
arising from the acquisition or use of property by the Federal Government. 

Subsection (b) is a policy declaration to State and local governments that, in 
consideration of the general system of payments provided under this bill, it is 
expected that there will be no denial to Federal property or its residents of the 
services ordinarily rendered by the State or local governments. This policy 
declaration is intended to discourage discriminations or special charges against 
residents of Federal property. Although a pronouncement of this kind cannot 
by itself have a mandatory effect, a provision in subsection 101 (b) would preclude 
making payments under section 101 to State or local governments which deny 
their usual services to Federal property or the residents on Federal property. 
Section 8. Definitions 

Some words and phrases used in the bill are defined restrictively or used in a 
special sense. Some of these are as follows: 

The definition of “Federal real property” excludes certain classes of real 
property to which the provisions of the bill are not intended to apply. The 
exclusions are (1) subsurface mineral rights if they are held by the Federal 
Government without title to surface rights, (2) all federally owned low-rent 
housing, and (3) public domain lands. [Federal subsurface mineral rights 
ordinarily do not result in the imposition of any substantial burdens upon State 
and local governments. Furthermore, any valuations placed upon these rights for 
purposes of taxation or payments in lieu of taxes would necessarily be highly 
speculative. Federally owned low-rent housing projects are excluded in order 
that they may be treated on a par with locally owned projects. Under the Hous- 
ing Act of 1954, payments in lieu of taxes may equal 10 percent of shelter rent. 
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Public domain lands are excluded because the bill is concerned primarily with tax 
losses actually experienced as a result of Government acquisitions of property. 
Revenue-sharing arrangements applying to public domain lands are not super- 
seded. | ‘ 

“Industrial” refers to activities or properties involving primarily the processes 
of mining, manufacturing, fabrication, repair, generation of electrical energy, 
transportation, storage, or any similar process of a type commonly carried on by 
private enterprise. “Commercial” refers to activities or properties involving 
primarily the sale or resale, rent, or lease of commodities or the sale of services 
when the commodities or services are of a type commonly provided by private 
enterprise. 

“Wederal tangible personal property,” wherever used in this bill, comprises only 
that tangible personal property which by reason of its attachment to real property 
has a fixed location. Specifically, this has reference to machinery, equipment, 
boilers, transmission lines, and the like—property which in some jurisdictions 
might be considered realty and, in others, personalty even though it has a fixed 
location. “Tangible personal property,” as defined, does not include such movable 
items as vehicles, inventories, furniture, or supplies. 

“State’ and “States” includes each State and Territory. It does not include 
the District of Columbia nor Puerto Rico. [The intention is to exclude from the 
scope of this bill all property of the Federal Government which is located within 
the District of Columbia and in island possessions, since these have usually heen 
the subject of special arrangements. | 

“Local government” includes any political subdivision of a “State.” It does 
not include the District of Columbia or local units in island possessions. 

“Tax,” as used throughout the bill, except in title IV, means only a levy accord- 
ing to value on real property or tangible personal property with fixed location. 
For purposes of title 1V this restriction upon the meaning of the word is removed, 
so that “tax”? would have whatever meaning it is given by State or local law in 
the jurisdiction concerned. 





TITLE I—PAYMENTS ON TAX-EXEMPT PROPERTIES 





Immunity from State and local taxation is retained for all types of Federal 
properties classified under this title. except for the option in subsection 101 (c) 
to continue tax payments upon certain properties. Administratively determined 
payments are provided for three main subcategories of these properties. 
Section 101. Payments on certain properties serving national interests 

(a) This section, in general, authorizes payments upon Federal properties not 
specifically treated elsewhere in the bill. Properties excluded from the provisions 
of this section consist of — 

(1) Resettlement and certain defense housing properties (upon which tax- 
equivalent payments are authorized by section 102); properties continued 
exempt from permanent payments by section 103; and properties acquired 
through foreclosure, or properties under contracts of lease or conditional 
sale (these properties being subjected to taxation by title IT). 

(2) Property acquired or constructed prior to January 1, 19— (year left 
open in bill), will not be eligible for payments under section 101 unless the 
Federal Government has paid taxes, payments in lieu of taxes, or shared 
revenues to the applicant government on account of the property since that 
date. [The use of a cutoff date reflects a presumption that adjustments for 
the exempt status of older Federal properties have been made through the 
process of tax capitalization. To make payments on account of Federal 
properties acquired before some reasonably recent date would bestow wind- 
falls on any present owners of taxable property who purchased their proper- 
ties at prices which already reflected the local tax readjustments necessitated 
by Federal removal or other properties from the tax roll.] The payments 
are not to be retroactive to the cutoff date; the date is employed only to 
identify properties on which future payments will be authorized. The cutoff 
date is also to be applied in determining eligibility for transition piyments 
under section 104. [Allowing older Federal properties to be eligible for pay- 
ments under section 101 if they have been subject to payments of some kind 
since the cutoff date recognizes that when property is withdrawn from uses 
for which revenue sharing is authorized, or when other Federal payments on 

account of the property are stopped, the effect upon the local government is 
much the same as if the property were removed from private taxable 
ownership. ] 
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(3) Property which has never been in private taxable ownership will not 
be eligible for payments under section 101 unless, since the cutoff date, there 
have been revenue-sharing payments or payments in lieu of taxes made upon 
it. An exception to this general provision is made when the applicant gov- 
ernment has come into existence since the date of enactment of the bill. In 
such cases the requirement that payments of some sort must formerly have 
been made is waived. 

(b) Since the properties included in this section serve primarily national or 
broad regional interests, the bill provides for at least part of the tax cost of the 
real property and tangible personal property used for these activities to be borne 
by Federal taxpayers. A State or local government would not be eligible for 
payments, however, if it discriminates against Federa) property or the residents 
on Federal property in the way in which it provides, or fails to provide, the usual 
State or local governmental services. 

The payments proposed for this broad category will be based upon the follow- 
ing considerations to the extent that each is pertinent. Any rules and regula- 
tions promulgated by the supervisory commission are to specify or recommend 
the relative weights to be given these factors. 

(1) Taxes collected upon the property for the last 2 years during which 
it was in taxable ownership. If the property was tax-delinquent before 
its acquisition by the Federal Government, the taxes charged against it 
night be discounted in some measure in estimating the tax loss. In the case 
of property which has been in Federal ownership for more than 5 years, 
these facts may be omitted to avoid the difficulty of searching old tax records 
to ascertain the amount of taxes charged and whether there was delinquency. 

(2) Revenue losses to a State or local government which may have re- 
sulted from the cessation of revenue sharing or payments in lieu of taxes 
on particular Federal properties. Property formerly subject to revenue 
sharing, but removed from that status because of a change in the use made 
of the property or for other reasons, might be eligible for payments under 
section 101. 

(3) Adjustment of the estimated tax loss on acquired property periodically 
to current tax rates and assessed valuations. This is not required oftener 
than once in 5 years. In effect this means determining approximately what 
the current taxes would be on the property exclusive of improvements made 
by the Federal Government after acquisition of the property. The bill pro- 
vides for applying the currently applicable “average effective tax rate” to a 
valuation estimated by the Federal owning or administering agency; the 
“effective” rate is used to adjust for differences between the assessed and 
fair values of taxable properties generally in any taxing jurisdiction. 

(4) In the case of properties used for commercial or industrial purposes, 
an amount determined by applying the average effective tax rate to the 
value of improvements made to such property and of tangible personal prop- 
erty added to such property by the Federal Government. The amount deter- 
mined under this paragraph, however, is limited to 10 times the tax equiva- 
lent on the property exclusive of Federal improvements and Federal tangible 
personal property, as determined for purposes of paragraph (3) of subsec- 
tion 101 (b). Subject to this paragraph are properties or portions thereof 
used on a nonexperimental basis for the production and processing of min- 
erals, or for manufacturing or repairing munitions, ships, aircraft, and other 
vehicles and commodities ; for providing transportation and storage services; 
and for the generation, transmission, or distribution of electric power for 
sale. Specifically excluded are properties of the Atomic Energy Commis- 
sion other than those for commercial activities. Also excluded are naviga- 
tion dams or the navigation portion of multiple-purpose dams, and any Fed- 
eral property on which commercial or industrial activities are only occasional 
or a minor incident of activities which are not commercial or industrial. 

(5) Additional expenditures which may be imposed upon the State or local 
government for providing services to the Federal Government or the resi- 
dents on Federal property. 

(6) The value of any local-type services provided by the Federal Guvern- 
ment as an incident to its activities. This value is to be measured by the 
cost to the State or local government of rendering like services. This may 
warrant a credit against the payment otherwise computed. 

(7) Any other facts relevant to a fair determination. The factors listed 
in subsection 101 (b) do not constitute a formula, but are intended to repre- 
sent the considerations upon which the amount of a payment will be based. 
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In some cases only one of these factors will be relevant to a determination 
for a specific piece of Federal property. In other cases several of the listed 
factors will be germane. In some cases there will be facts other than those 
listed in this subsection which should be taken into account in adapting the 
provisions of this bill to a particular Federal property ownership situation, 
in order to carry out the policy of this legislation. [However, since this title 
is intended to operate within the framework of a property tax system, it is 
not intended that “other facts relevant” will include indirect benefits to the 
locality such as larger payrolls, increased consumer expenditures, and larger 
collections from sales and income taxes which might be attributable to 
Federal activities. ] 

(c) Subsection 101 (c) authorizes the continuance of actual tax payments, 
rather than administrative payments, for individual properties which any Federal 
statute has previously made subject to State or local taxation, if the owning 
agency and the Commission agree that the policy of the act will be better served 
thereby. In jurisdictions where the limits on borrowing authority, for instance, 
depend upon the assessed value of all taxable property, removal of Federal prop- 
erty, such as that of a Government-owned corporation, from its taxable status 
might create local financing problems. In some instances it may be more con- 
venient for the Federal agency, as well as the local governments, to continue 
existing tax arrangements. Some properties previously subject to taxation might 
fall into the categories of properties acquired by the Federal Government in con- 
nection with loans or contracts of insurance or guaranty, or properties under 
lease or sale contracts. These categories are made subject to taxation by title 
II, and subsection 101 (c) would not apply to them. 

(d) The provisions of this bill are applicable to TVA nonpower properties on 
which no payments are now made, but no change is made in the present provi- 
sions of the Tennessee Valley Authority Act for payments of a percentage of gross 
power proceeds to State and local governments where TVA power properties are 
located. The provisions of the proposed bill would apply, however, to nonpower 
properties of TVA acquired after the specified cut-off date. 

(e) Any payments made under section 101 of the bill to the State or local 
governments of Arizona or Nevada in connection with properties in the Boulder 
Canyon project would be deducted from the $300,000 now being paid annually to 
each of these States under the Boulder Canyon Project Adjustment Act of 1940. 


Nection 102. Housing properties 

(a) Included in section 102 are the federally owned housing properties con- 
structed under (1) the rural resettlement or rehabilitation projects, and (2) 
various defense housing acts. These include, in addition to housing properties 
operated by the Housing and Home Finance Agency, housing properties trans- 
ferred from that agency to other agencies, and housing constructed under the 
specified acts by or for other Federal agencies. [The provisions of this section 
would not apply to housing in these categories located within the District of 
Columbia where payments in lieu of taxes on such housing would continue under 
authority in the Lanham Act, which to this extent would not be repealed by this 
bill.] 

(b) The payments provided by this section approximate the taxes that would 
he paid upon the real property if it were not exempt from taxation, less a credit 
for any services performed by the Federal Government that are ordinarily pro- 
vided by the State or local government. The amount of any deduction is to be 
hased upon the cost to the State or local government for rendering like services. 

This section continues essentially the present provisions for the resettlement 
and the Lanham Act housing properties, and extends these provisions to similar 
properties now exempt. The bill proposes to make payments only upon applica- 
tion by the State and local governments. 

As indicated above, federally owned low-rent housing properties are excluded 
from the bill. 


Section 108. Exemptions 


(a) Paragraph (a) provides exemption from payments under title I for Fed- 
eral properties which if privately owned and similarly used would be exempt 
from taxation under the constitution or laws of the State in which the property 
is located. 

(b) Paragraph (b) exempts any, Federal property used primarily for services 
to the local public, such as courthouses and post offices, on the assumption that 
the tax cost of such property should in the main be borne by State and local tax- 
payers rather than by Federal taxpayers. 
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(c) Paragraph (c) exempts property acquired for various land-conservation 
programs—land-utilization projects, the national forests, national parks and 
monuments, and fish and wildlife refuges. With respect to such property, how- 
ever, section 104 provides for declining payments during a transition period. 

(d) Paragraph (d) designates and exempts from payments a list of miscel- 
laneous properties for which exemption appears warranted on various grounds. 
Among the properties listed are office buildings (with exceptions), prisons, hos- 
pitals, certain aids to air and water navigation, and properties used in police 
and regulatory activities. For the properties exempted by paragraph (d), how- 
ever, declining payments during a transition period of 10 years are provided in 
section 104, 


Section 104. Transition payments 


(a) Transition payments are provided for certain properties which will be 
exempt from continuing payments under this bill. The temporary payments will 
give State or local governments a definite period of time in which to adjust their 
finances to the removal of the property from the tax rolls or from uses which 
have made the property subject to revenue sharing or payments in lieu of taxes. 
No transition payments would be made on (1) properties which are managed or 
administered by a State or local government and would be exempt if owned by 
that government; (2) properties used or held primarily for purposes for which 
property under private ownership would be exempt from taxation under the con- 
stitution or laws of the State of location; (3) properties used or held primarily 
for services to the local public; or (4) properties which are otherwise exempt 
from the continuing payments and have not been subject to taxes, payments in 
lieu of taxes, or shared revenue payments since the cutoff date. Acquisition of 
property for the various land conservation programs includes exchanges by the 
Departments of Agriculture and Interior as well as purchases or gifts. Although 
exchanges may result in little or no net change in the Federal acreage, particular 
local governments may be adversely affected. Hence, this type of acquisition is 
included and transition payments might be made on properties acquired through 
exchange. 

(b) Declining payments under section 104 would be made in accordance with 
a schedule based upon the average taxes, payment in lieu of taxes, or shared 
revenue payment received by the applicant government on account of the property 
in the 2 years prior to the change in ownership or use which resulted in its eligi- 
bility for payments under this section. Starting at the level of the previous 
average payment, the transition payments decline every second year by one-fifth 
of that amount and cease 10 years after the change in ownership or use. Pay- 
ments would not be retroactive with respect to the years in which properties were 
held prior to the effective date of this act. Thus, for eligible properties which 
have been held for 4 years as of the effective date, transition payments will be 
made for 6 years. 

(c) In the case of properties subject to revenue-sharing arrangements, e. g., 
national forests, payments under this section will be reduced by the amount of 
revenue-sharing payments made under any other statute. This arrangement is 
intended to integrate the provisions of this bill with existing revenue-sharing 
statutes without disturbing the continued application of those laws. 


TITLE II—CONSENT TO STATE AND LOCAL TAXATION 


This title grants consent to State and local governments to impose property 
taxes on three general classes of Federal property: (1) Property acquired by the 
Government to protect its financial interest in connection with loans or contracts 
of insurance or guaranty; (2) property which is leased or sold by conditional 
sales to taxable persons and is not otherwise subject to State or local taxation ; 
and (3) by reference from section 101 (c), property subject to taxation under 
laws superseded by this bill with respect to which the owning agency decides 
(with the approval of the Commission) that taxes should continue to be paid. 

[Consent to State and local taxation is not a new policy. Statutes already 
authorize property taxes, in the same manner and to the same extent as on 
privately owned property, upon the federally owned property of the former 
Reconstruction Finance Corporation and other Federal lending agencies. The 
bill would, however, for the classes of properties subject to taxation, include 
tangible personal property with fixed location.] 

Section 201 provides for taxation of properties acquired by the Federal 
Government through foreclosure of loans or loan guaranties while held pending 
disposition or until put to permanent use by the Federal Government. This 
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on group will include the property acquired by the Federal lending agencies which 
id is now subject to taxation under statutes governing these agencies. This 
= provision will also apply to other Federal agencies which may acquire property 
through foreclosure but do not now have authority to pay taxes. ‘This section 
1- provides that those foreclosed properties which remain in Federal ownership 
S. and are converted to a permanent use shall then be reclassified and become subject 
S- 3 to payments, or become exempt, according to their permanent use. 
*e The section provides that foreclosed properties in the possession of the Federal 
v- 4 Government shall be subjected to any special tax treatment accorded similar 
in ’ property in private ownership. In some taxing jurisdictions these properties 
while in private ownership may be exempt from property taxes or subject to 
special tax treatment in place of ordinary property taxes. This section would 
permit continuation of the same treatment while the property was held by the 
- Federal Government pending disposition. 
Ll Subsection 201 (b) provides that Federal property may not be assessed at a 
F larger percentage of true value than is used in valuing property generally in the 
h jurisdiction imposing the tax. If it should be necessary to withhold payment 
. of taxes pending negotiation of the assessment, or for other reasons, the Federal 
r Government would not be subject to penalties for late payment, nor would its 
4 property be subjected to any lien, foreclosure, or other proceedings. [It appears 
; # that such an immunity from penalties would extend to the Federal Government 
F * even if it were not expressly provided in the bill, but the saving clause is included 
y to avoid possible controversy with local officials.] In the event, however, that 
c payment of penalties were deemed to be to the advantage of the Federal Govern- 
1 ; ment under some circumstances, the subsection would permit such payment at 
f 4 the option of the owning agency. 
> x 


Section 202 permits taxation of the Federal interest in property under lease 
or conditional sale. The protections against overassessment and penalties ap- 
pearing in section 201 are repeated in section 202. This section would not affect 
leasing arrangements, such as those under the Flood Control Act of 1941, which 
provide far sharing the lease revenues with State or local governments. Neither 
would it apply to leased housing properties covered by section 102 of this bill. 









TITLE ITI—CONSENT TO SPECIAL ASSESSMENTS 





Section 301. Properties subject to special assessments 


Section 301 grants consent to State and local governments to levy special 
assessments for local improvements on Federal real property except those prop- 
erties devoted to uses which are exempt from special assessments under private 
ownership. [Such assessments, properly employed, are essentially land-service 
charges for particular improvements which enhance the value of the property. ] 

Requirements attached to the consent are that the levy against Federal prop 
erty shall be made in the same manner as against real property privately owned 
in the same jurisdiction, and that the Federal Government shall be accorded the 
same rights and privileges in approving, rejecting, or contesting local improve 
ments as are available to owners of private property. 

[Consent to special assessments is not a new policy for the Federal Govern 
ment. All real property of the RFC, for example, has been subject to special 
assessments for local improvements. ] 

A provision similar to those in title II is included to exempt the Federal Gov 
ernment from penalties and proceedings against the property. 




















TITLE IV—-PAYMENTS TO LOCAL GOVERNMENTS FOR SUBSTANTIAL FINANCIAL 
NOT OTHERWISE COMPENSATED 


BURDENS 











This title authorizes the Commission to establish, when and if it deems 
desirable, a supplementary system of payments in certain types of cases. This 
system would be used when special circumstances surrounding the ownership 
and use of particular pieces of Federal property result in the imposition upon 
local governments of substantial financial burdens for which relief is not pro 
vided by other titles of this bill or by other statutes. Eligibility of a local gov- 
ernment for payments under this title would not depend on the location of the 
Federal property within its geographic boundaries nor on the date of Federal 
acquisition. 

[Primary reliance in carrying out the purposes and policies of the act would 
be placed upon those titles which use the property tax as the chief basis for deter 
mining payments. Whether or not any supplementary system of payments will 
be required can be determined only on the basis of actual experience under this 
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legislation. Should such a need become evident, the inclusion of title 1V would 
provide the necessary authority. ] 

[The types of cases which might be dealt with, if necessary, by special payments 
of the kind authorized in title IV include the following: 

{(1) Cases in which the employees on a Federal property make their residence 
n a neighboring community where the resulting increase in population is not 
accompanied by a proportionate increase in tax revenue ; 

{(2) Cases in which there is intensified use of existing Federal property 
acquired before the cutoff date provided in title I, since this more intensive use 
of the property may create new local government problems ; 

[(3) Cases in which special circumstances create some Federal responsibility 
for helping to finance local government in connection with properties otherwise 
exempt from payments under section 103; 

[(4) Cases in which payments made under titles I or II are found to be inade- 
quate to discharge the Federal responsibility. ] 

Subsection 401 (b) requires that, as a condition of eligibility for payments, 
the applicant government must make a reasonable tax effort and avail itself of 
any other financial assistance to which it might be entitled. 

This subsection contains a list of factors to be considered in arriving at 
equitable payments. [To promote uniformity among the owning agencies in the 
application of these provisions,] the Commission in its regulations is to specify 
or recommend the relative weights to be given to the factors. The first factor is 
the additional local expenditures, if any, necessary to provide services to the 
Federal Government, to persons living on Federal property, and to persons 
employed on Federal property. Several offsetting factors are also to be con- 
sidered. These include the provision by the Federal Government of any services 
ordinarily provided by the applicant local government; also, any payments, 
including taxes, payments in lieu of taxes, or shared revenues made available to 
the applicant local government, directly or indirectly, by the Federal Govern- 
ment, and taxes paid directly or indirectly by persons living or employed on 
Federal property, or taxes paid in connection with any property, trade, business, 
occupation, or transaction on the Federal property. Other relevant facts may 
also be considered . 

[In title I, where the payments are more closely related to the property-tax 
system, the offsets which would act to reduce the size of Federal payments are 
for the most part limited to the value of local-type services provided by the 
lederal Government. Title II gives consent to the taxation of certain Federal 
properties in the same manner as if they were in private taxable ownership, and 
since a private taxpayer would not be entitled to any reduction in his tax because 
of direct or indirect benefits to the taxing jurisdiction attributable to the use he 
makes of his property, it is consistent for the Federal Government not to reduce 
its taxpayments by any such offsets. Under title IV, however, where any pay- 
ments made to particular jurisdictions might be in excess of the taxes for which 
a private owner of similar property would be liable, provision is made for 
assessing broadly the impact of Federal property ownership and activities upon 
the local government concerned. ] 


TITLE V—-GENERAL PROVISIONS 


Section 501. Commission for payments to State and local governments on Federal 
real property 

(a) The primary administrative responsibility under this bill is lodged in the 
agencies holding or using Federal property. To promote a uniform interpreta- 
tion and application of the governmentwide policy, the bill provides for a three- 
member Commission composed of the Director of the Bureau of the Budget (acting 
as Chairman), the Secretary of the Treasury, and the Administrator of General 
Services. The rules and regulations issued by this Commission would prescribe 
policies, standards, and procedures under which the owning agencies would carry 
out their functions under the bill. The Commission would prescribe forms for 
original and renewal applications for payments and reports to be made to the 
Commission by the Federal owning agencies. The Commission may review, 
insofar as it deems necessary, the determinations of the property-owning agencies 
with respect to classification of their properties and the amount of their pay- 
ments, and advise or consult with them on questions of interpretation of the law 
and regulations with the object of promoting uniformity among the agencies. 
[These arrangements are intended to insure a reasonable amount of uniformity 
throughout the Government in the application of statutory provisions which are 
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designed to be flexible enough to permit the use of discretion by owning agencies 
in arriving at equitable payments over a wide range of situations. } 

(b) As a basis for evaluating the operation of the legislation, provision is 
made for annual reports by the Commission to the President, and for a more 
extensive report, with recommendations, to be submitted to the President not 
later than 5 years after the effective date of the act for transmittal to the 
Congress. 

(c) The Commission is authorized to appoint a director who will employ, 
supervise, and fix the compensation of necessary personnel. Members of the 
Commission may make available to the Commission, on a temporary basis, staff 
of their respective agencies. 

(d) Each Federal agency is directed to carry out the rules and regulations 
promulgated by the Commission and may issue such orders and regulations rela- 
tive to its own operations as may be desirable. 

Section 502. Advisory committee 

Section 502 provides for the establishment of a committee to advise the Com- 
mission with respect to administration of the act. The committee is to consist 
of not more than 20 members representing the public, Federal agencies, and 
national associations of State and local government officials. This advisory 
committee would meet at least twice annually. Members who are not Federal 


officers or employees would be paid $50 a day and reimbursed for necessary 
expenses. 


Section 503. Applications for payments 


(a) Payments under title I of this bill would be made to State and local 
governments only upon application made in accordance with rules issued under 
this title. Applications could be made by a governmental unit directly or through 
the office administering its tax on real property. 

(b) Payments under title IV, if authorized by the Commission, would be made 
to local governments and only upon application filed in accordance with the rules 
and regulations issued by the Commission. 

(c) Section 503 provides also that unless an application is filed each year for 
which there might be payments under title I or title IV, there will be no liability 
for that year at any subsequent time. The applications are to relate to the tax 
year under the property tax laws of each particular State or local government. 
Section 504. Determination and method of payment 

[The arrangements embodied in this section are designed to place responsibility 
for making payments in the hands of personnel best acquainted with the in- 
dividual properties and in a position to take into account local laws and practices 
and to evaluate the service burdens imposed and the offsetting services rendered 
by the Federal Government. | 

(a) The question whether a property is subject to payments under this act 
or under other statutes is to be determined by its Federal ownership and use as 
of the first day of the tax year of the State or local government concerned. The 
determination and any payment under this law is to be made by the Federal 
agency which has jurisdiction over the property on that date. 

(b) Upon application by a State or local government, each agency would 
decide the amount of the payment, if any, under title I or title IV. Decisions on 
applications for payments, and any payments based upon such applications are to 
be made by the eighth month of the tax year to which the payments apply, or 
by the date fixed by State or local law for payment of taxes if that date is later. 
Payments may be made to the appropriate tax-collection officer in the local jur- 
isdiction or to any other officer designated by State law. Although the payments 
are intended to be for the use of the applicant government, the act is not to be 
construed as limiting the authority of any State with respect to its local gov- 
ernments, — 

(c) Payments are to be made by each Federal agency from its own appro- 
priations or other funds available for the activities for which the property is held 
or used. Any overpayment is to be offset against payments otherwise due the 
same State or local government in subsequent years. 

(d) Any State or local government may apply to the Commission for a review 
of any determination made by an owning agency under section 504 (b), i. e., 
relating to a payment under title I or title IV, and such an application shall be 
granted. The determination by the Commission after such a review is to be the 
basis for the amount of payment under the act. 
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Section 505. Applicability 


(a) [Inauguration of a general system of payments on account of Federal 
real property will involve considerable work, of course, during the first year 
or two of operation especially.] In order to permit adequate preparations and 
to spread the administrative load which the Commission and the property-owning 
agencies would have to carry, applications for payments under title I will not be 
accepted until 1 year following enactment of the bill. This would provide a 
period of at least 20 months between the effective date of the act and the date 
when the first payments would need to be made. 

(b) Tax payments required by this bill would not begin before the second 
tax year which begins after enactment of the act. 

(c) Any payments in lieu of taxes or any tax payments required under existing 
legislation would continue to be paid until payments begin under this bill. [Thus 
there should be neither overlapping nor gaps in integrating this general act with 
any existing legislation providing payments on account of Federal property. ] 

(d) Special assessments for local improvements would be payable beginning 
immediately after enactment of the bill. 

(e) The dates for receiving applications and making payments under title IV 
would be fixed by the Commission if it decided to exercise its authority under 
that title. 


Section 506. Authorization for appropriations 


The bill provides authorization for appropriations to cover necessary expendi- 
tures by the Commission and Federal owning agencies. 


Section 507. Exemption from Administrative Procedure Act 


{Payments under title I and title IV of this bill are to be administratively 
determined and presumably would be governed by the Administrative Procedure 
Act in the absence of a specific exemption. Since these payments are to be 
made as a matter of grace and provision is made for a coordinating commission, 
as well as for a representative advisory committee, it is not necessary to sub- 
ject the decisions of the Federal agencies to judicial review and the other formal 
procedures of the Administrative Procedure Act. It would be inappropriate to 
apply these procedural requirements to the consent to taxation and special 
assessments in titles II and III. Accordingly,] all functions performed under 
this bill are to be exempt from the operation of the Administrative Procedure 
Act, as amended, except as to the public information requirements of section 3 
of that act. The applicable section specifies the kinds of rules that agencies 
shall state or publish, requires that appropriate matters of official record shall 
be made available to properly interested persons, and requires that rulings and 
orders either be published or otherwise made available to public inspection. 


Section 508. Repeal and savings provisions 

{The intent of this legislation is to provide a comprehensive system of pay- 
ments on Federal property as a substitute for the various existing statutes ap- 
plying to individual agencies. The preamble of this bill is intended to affirm the 
immunity to State or local taxation for all Federal property to which this bill 
applies except for the classes of property with respect to which immunity is 
waived under title II and title III. Consequently] it is necessary to repeal por- 
tions of a number of laws which affirm the immunity of the Federal Government 
from property taxes or which waive such immunity or provide for payments in 
lieu of taxes. It is also necessary to indicate the statutes under which pay- 
ments are being made which will not be repealed. Subsection 508 (a) (1) con- 
tains the citations to the statutes that would be affected by repeal, and subsection 
508 (a) (2) contains the citations to the revenue-sharing and other laws that 
would not be affected by this bill. [Certain revenue-sharing laws which apply 
only to public-domain lands have not been listed, since such lands are excluded 
by definition from the Federal property to which this bill applies.] Subsection 
508 (b) repeals a section of Public Law 874, 8ist Congress (20 U. 8. C. 237), 
which provides payments in lieu of taxes to certain school districts on account 
of Federal property acquisitions and amends another provision of the same law. 
The citations to the United States Code of the statutes listed in subsection 508 
(a) (1) and (2) are included here with an identification of the agencies or 
types of properties involved. 
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Acts or parts of acts affected by repeal provisions 


. Farmers’ Home Corporation—Bank- 


head-Jones Farm Tenant Act 

Federal Farm Mortgage Corporation 

Federal intermediate credit banks 

Production credit corporations 

Home Owners’ Loan Corporation— 
Payments under National Housing 
Act 

Federal Housing Administration 

Federal National Mortgage Associa- 
tion 

Federal Savings and Loan Insurance 
Corporation 

Titles VI, VII, Vill of the National 
Housing Act 

Reconstruction Finance Corporation 

Commodity Credit Corporation 

Columbia Basin project 

Veterans’ Administration, loan guar- 
anty program 

Resettlement or rural-rehabilitation 
projects constructed under NIRA 
and Emergency Relief Appropria- 
tion Act of 1935 

Surplus property of Government cor- 
porations 

Title I, Housing Act of 1949 (slum 
clearance and urban redevelop- 
ment) 

Lanham Act Housing 

Atomic Energy Commission 

Inland’ Waterways Corporation 


Acts or parts of acts not to be repealed 


. ©. 71ce-3_. it 


. C, 61 


. ©, App. Se.cc. 


562, 


- 1250 


Sa (c) if 


©: 200R.....- ee 


GRCu pats tout 


Payments to counties, submarginal 
land program, Farm Tenant Act 

Payments to States, national forests 
fund 

Payments in lieu of taxes, Superior 
National Forest 

Payments to counties, Migratory Bird 
Conservation Act 

Payments to States, licenses under 
Federal Power Act 

Payments to States and counties, TVA 

School construction, federally affected 
areas 

Maintenance and operation of schools, 
Federally affected areas 

Payments to States, Mineral Leasing 
Act for acquired lands 

Payments to States, Flood Control Act 

Paymeuts to Arizona and Nevada, 
soulder Canyon Project Adjustment 
Act 

Payments to Alaska under Alaska 
game law 

Payment of taxes by Alien Property 
Custodian 

Payments to school funds, Arizona and 
New Mexico 

Payments to Oklahoma, Osage Indian 
royalties 
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Section 509. Separability 

This section provides that if any provision of the act or the application thereof 
to any person or circumstance is held invalid, this shall not affect the remainder 
of the act nor the application of such provision to other persons or circumstances, 


Section 510. Effective date 
The bill is to become effective on the date of its enactment. 


ApPENpIx C To STAFF MEMORANDUM No. 84-1-36 


Provisions or 8. 1657 (847TH CONG.) 


A BILL To authorize the taxation of certain Federal property by State and local tax 
authorities, to provide for the payment by Federal agencies of sums in lieu of taxes 
with respect to certain other Federal property, and for other purposes 


OUTLINE OF THE BILL 


The bill (S. 1657) consists of introductory sections specifying a short title, 
declaring the general policy, and giving special definitions, followed by sections 
which may be outlined as follows: 

Section 4—Consent to taxation of certain Federal property 

Sections 5, 7, and 8—Payments in lieu of taxes with respect to certain Federal 
property 

Section 6—Excluded properties 

Section 9—Consent to levy of special assessments 

Sections 10-13—Administrative provisions 

Sections 14~-16—General provisions 

Sections 4 through 8, taken together, would establish a classification of Federal 
properties as a basis for annual payments to State and local government, related 
more or less closely to the property tax payments which might be made on pri- 
vately owned properties. The categories and their treatment may be summarized 
as follows: 

1. Exclusions.—Certain groups of properties would be exempted (by sec. 6) 
from either taxation under section 4 or payments in lieu of taxes under section 5. 
These exclusions cover— 

(a) Any Federal property (1) acquired by any Federal agency before 
September 8, 1939, or (2) subject under any other law to such payments to 
the same tax authority. 

(b) Any Federal property which (1) if privately owned, would be exempt 
from tax because of its use, (2) is the subject of revenue-sharing under 
Federal law, or (3) is devoted primarily to any local governmental use, e. g., 
a courthouse or post office. 

(c) Properties in certain uses specifically listed. 

(d) Any stock of strategic or critical material or any agricultural com- 

._ modity in the custody of a Federal agency, or other personal property now 

devoted to an industrial or commercial use. 

2. Transitional payments.—The properties excluded by subsection 6 (c) would 
generally be subject under section 8 to a system of transitional payments in lieu 
of taxes during a period of 10 years after enactment of the bill. 

3. Taxation.—Federal property of the following classes would be subject under 
section 4 to State and local taxation, the same as other like property in the same 
jurisdiction : 

(a, Property heid to secure a Federal agency against loss in connection 
with a loan, contract of insurance, or guaranty. 

(b) Property leased or sold under a conditional sale contract to any 
taxable person. 

4. Payments in lieu of tawes.—Federal property of the following classes would 
be subject under section 5 to payments in lieu of taxes unless it is excluded 
by various limiting provisions: 

(a) Property devoted to commercial or industrial use by or on behalf of a 
Federal agency. 

(b) Property devoted to housing of individuals for which rent is recieved. 

(c) Property devoted primarily to any other use except a local govern- 
mental use. 

Section 9 would consent to the levying against any Federal property of special 
assessments for local improvements, subject to requirements that any assessment 
be levied upon non-Federal as well as upon Federal property, and that at least 
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as favorble treatment be accorded the Federal propetry as to like property owned 
by taxable persons, 

"Sections 10 and 11 would establish a Federal Tax Payments Board and pre- 
scribe its powers and duties, which are the general supervision of the payments 
authorized by the bill. The bill generally assigns initial responsibility for pay- 
ments to the property-using or owing agencies subject to appeals to the Board. 
Section 12 provides for an advisory committee representing Federal, State, and 
local interests. 

A summary description of each section follows: 


Section 1. Short title 

The act may be cited as the Federal Property Tax Authorization Act of 1955. 
Section 2. Declaration of policy 

Subsection (a) of the declaration of policy states that, although the United 
States is under no constitutional obligation to pay taxes or to make financial 
contributions in lieu of taxes on account of Federal property, it is the policy 
of the United States hereafter to make such taxpayments and contributions in 
lieu of taxes as may be fair and equitable to compensate States and their political 
subdivisions and instrumentalities for tax revenue of which they are deprived by 
reason of the ownership or control by the Federal Government of property within 
the States. 

Subsection (b) states that it is the purpose of the Congress, in enacting this 
legislation, to remove, insofar as practicable, inequities existing between tax- 
payers of State and local governments, on the one hand, and taxpayers of the 
Federal Government, on the other, in the distribution of governmental costs 
incident to property owned or used by the Federal Government. 

Subsection (c) specifies that, in consideration for the payments authorized 
by the act, the Congress expects that the several State and local governments, 
when so requested, will make all publie services normally provided by them 
available to the Federal Government, its property, and its officers and employees, 
the same as to other property and individuals. 

Subsection (d) reserves to the Congress the right to amend, modify, or repeal 
the provisions of this act. 

Seetion 8. Definitions 

Some words and phrases used in the bill are defined restrictively or used in a 
special sense. Some of these are as follows: 

“Federal agency” means any department, agency, office, or independent estab- 
lishment in the executive, legislative, or judicial branch of the Government, and 
any corporation now or hereafter subject to the provisions of title I of the Gov- 
ernment Corporation Control Act (31 U. S. C. 846). 

“Federal property” means any property the legal title to which is held by the 
United States or any Federal agency. 

“State tax authority” means any State, and any county, city, municipality, 
tax district, or other political subdivision or public entity thereof having au- 
thority under State law to levy and collect within its territorial jurisdiction 
ahy tax or special assessment. 

“Tax” means any tax of general application levied according to value by any 
State tax authority upon property situated within its territorial jurisdiction, 
but does not include (1) any tax levied on the manufacture, purchase, sale, 
transfer, or use of any property, or (2) any tax levied or fee imposed for the 
procurement of any license, permit, or other authorization to engage in any form 
of activity. 

“Property” means any real or tangible personal property. 

“Real property,” used in relation to any tax or special assessment, means any 
interest in land, and any improvement thereon if such improvement constitutes 
real property under law in effect in the State tax authority imposing the tax or 
Special assessment. 

“Tangible personal property,” used in relation to any tax, means any physical 
object, other than real property, defined as tangible personal property by law 
in effect within the State tax authority imposing the tax. It does not include 
any coin, bullion, currency, credit, security, or chose in action. 

“Industrial or commercial use,” used in relation to any Federal property, 
includes any use of the property for (1) the mining, fabrication, or repair .of 
any article or commodity, (2) the generation of electrical energy, (3) the trans- 
portation of individuals or property, (4) the storage of property, and (5) the 
sale or leasing of commodities or services. 
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“Governmental use,” used in relation to any Federal property, means any 
use other than (1) an industrial or commercial use, or (2) use for the housing 
of individuals for which rent is received. 

“Local governmental use,” used in relation to any Federal property, means 
any governmental use for the purpose of rendering public service to or for persons 
residing within the vicinity of the property. 

Section 4. Consent to taxation of certain Federal property 

(a) Except as otherwise provided in the bill, all Federal property of the fol. 
lowing classes situated within the territorial jurisdiction of any State tax 
authority would be subject to any tax imposed by that authority to the same 
extent and under the same conditions as other similar property within its 
jurisdiction : 

(1) Property, legal title to which is held by a Federal agency to secure any 
Federal agency against loss in connection with any loan, contract of in- 
surance, or guaranty. 

(2) Property, legal title to which is held by any Federal agency but which 
has been leased, or sold under a conditional-sale contract, to any taxable 
person. 

(b) Taxpayments under subsection (a) are to be made by the Federal agency 
which is the controlling agency for the particular property at the beginning 
of the tax year for which the tax is imposed. If the agency ceases to exist 
before payment is made, payment shall be made by the successor Federal agency, 
as determined by the Director of the Bureau of the Budget. 

Section 5. Payments in lieu of taxes with respect to certain Federal property 

(a) Except as otherwise provided in the bill, payments in lieu of taxes are to 
be made to each State tax authority for each fiscal year with respect to all 
Federal property (other than that subject to tax under sec. 4 [the reference in 
the printed bill is, erroneously, to sec. 2]) of the following classes situated within 
the territorial jurisdiction of the authority: 

(1) Any property devoted to commercial or industrial use by or on behaif 
of any Federal agency. 

(2) Any property devoted to the housing of individuals for which rent 
is received. 

(8) Any property devoted primarily to any other use except a local 
governmental use. 

(b) Subject to limitations in the bill, the aggregate payment to each State tax 
authority for each fiscal year is to be a sum equal to (1) “the nominal Federal 
tax liability,” reduced by (2) “the Federal credit against tax liability,’ and 
increased by (3) “the Federal specific liability.” The three terms are explained 
in the bill as follows: 


(1) “The nominal Federal tax liability” is the aggregate amount of taxes 
which would be payable to the State tax authority during the year with 
respect to all property of the classes specified in subsection (a) if legal 
title to the property were held by a taxable person for that portion of the 
applicable tax year during which title was held by one or more Federal 
agencies. 

(2) “The Federal credit against tax liability” is the aggregate value of 
governmental services of kinds normally furnished by State tax authorities 
which, during the fiscal year, were furnished within the jurisdiction of the 
particular State tax authority by Federal agencies. This value is to be 
computed on the basis of the unit cost incurred by the authority in providing 
like services or (in the absence of such data) the unit cost incurred by com- 
parable authorities in the vicinity. 

(3) “The Federal specific liability” is the aggregate of expenditures 
incurred by the State tax authority during the fiscal year in furnishing 
to or on behalf of all such Federal property services of kinds not customarily 
furnished by the tax authority to or on behalf of other similar properties. 


(c) No payment is to be made under this section to any State tax authority 
for any fiscal year, with respect to any Federal property, unless the authority— 


(1) files a claim with supporting information on a prescribed form. The 
claim is to be filed with the controlling agency for the property and is to 
relate to all Federal property subject to payment under this section which 
is controlled by that agency within the territorial jurisdiction of the State 
tax authority; 
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(2) files with the claim an itemized statement of (A) the property with 
respect to which the claim is made, (B) the assessed valuation placed by 
the tax authority on the property, (C) the nominal Federal tax liability 
claimed with respect to the property, (D) the tax rate or rates applied in 
computing the nominal Federal tax liability, (EH) the amount of Federal 
credit against tax liability accorded to the controlling agency in computing 
the amount claimed from that agency under this section, and (F) the 
amount of any Federal specific liability included in the claim for payment; 

(3) files with the claim a detailed statement of the procedural action 
which may be taken to obtain administrative review, or judicial review, 
or both, with respect to the nominal Federal tax liability ; 

(4) for the purpose of determining the nominal Federal tax liability of 
the Federal agency, makes available to the agency all substantive and proce- 
dural rights, administrative and judicial, which would be available under 
law in effect within the authority in determining the valuation of the prop- 
erty, the rate of tax applicable, and the amount of tax payable if the property 
were owned by a taxable person; and 

(5) for such purpose treats the Federal property in all respects in a man- 
ner at least as favorable as similar property owned by taxable persons. 

(d@) Each payment with respect to any property shall be made by the Federal 
agency which is the controlling agency for that property at the beginning of the 
fiscal year for which the payment is due. If the agency ceases to exist before 
payment is made, payment shall be made by the successor Federal agency, as 
determined by the Director of the Bureau of the Budget. 

(e) Whenever a Federal agency and State tax authority fail to agree with 
respect to any question concerning the identity of Federal property claimed to 
be subject to payments under this section, the amount of the Federal credit 
against tax liability, or the amount of Federal specific tax liability, either the 
agency or the authority may apply to the Board for determination of the question. 

(f) Whenever more than one Federal agency controls properties subject to 
payments under this section which are within the territorial jurisdiction of any 
State tax authority, and determination of the amount payable by any such 
agency involves any question concerning the allocation among two or more agen- 
cies of the amount of Federal credit against tax liability or Federal specific tax 
liability, the State tax authority shall apply to the Board for determination of 
the question. 

Section 6. Excluded properties 

(a) No payment is to be made under section 4 or 5 with respect to any Federal 
property (1) acquired by any Federal agency before September 8, 1939, or (2) 
subject under any other law to payments of taxes or payments in lieu of taxes 
to the same tax authority. 

(b) No payment is to be made under section 4 or 5 with respect to any Federal 
property which (1) if privately owned or controlled, would be exempt from tax 
because of the use to which it is devoted; (2) is the subject of revenue-sharing 
under Federal law; or (3) is devoted primarily to any local governmental use, 
including (without limitation) any courthouse, post office, and various other uses 
listed. 

(ec) No payment is to be made under section 4 or 5 with respect to any prop 
erties of the following types: (1) Office building not devoted to any industrial 
or commercial use and not included within any class listed in section 4 (a); (2) 
customs house; (3) facility for coining money or printing currency; (4) bullion 
depository; (5) river or harbor improvement; (6) prison, reformatory, detention 
farm, or disciplinary barracks; (7) hospital, dispensary, clinic, or other. medical 
facility; (8) sanatorium, home for the aged, or facility providing domiciliary 
care; (9) cemetery; (10) aid to navigation administered by the Coast Guard; 
(11) beacon or other aid to air navigation administered by the Civil Aeronautics 
Administration; (12) facility used in the performance by any Federal agency 
of any police, investigative, or regulatory function (except any such function 
performed incidental to administering property of a class listed in section 4 
(a) or 5 (a)); or (18) post, camp, station, fort, armory, airfield, proving ground, 
or other installation administered by any of the Armed Forces of the United 
States (except to the extent that any such installation may be devoted to an 
industrial or commercial use). 

(d) No payment is to be made under section 4 or 5 with respect to (1) any 
stock of strategic or critical material or any agricultural commodity in the cus- 
tody of a Federal agency, or (2) any other personal property not devoted to an 
industrial or commercial use. 
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Section 7. Limitations on payments in lieu of taxes 

(a) For any particular tax authority, the total amount of payments in lieu of 
taxes in any one fiscal year would be subject to comparison with a standard 
established by this subsection. If the aggregate of such payments under section 
5 to be made for any fiscal year to a single tax authority by one or more Federal 
agencies exceeds the aggregate amount which the authority levies on all non- 
Federal taxable property in its territorial jurisdiction, any such Federal agency 
may apply to the Board for an order reducing its payment. 

When it received such an application, the Board would notify the tax authority 
and each Federal agency. After a hearing, it would determine whether payment 
of the aggregate amount payable under section 5 would confer on the tax au- 
thority unwarranted benefit contrary to the interest of taxpayers of the United 
States. If the Board determined that the payment would confer unwarranted 
benefit, it would prescribe (1) a lower aggregate which it determined to be fair 
and equitable and (2) the portion thereof to be paid by each Federal agency. 
The revised amount could not be less than the aggregate amount of taxes levied 
by the tax authority for the applicable tax year on all non-Federal taxable 
property in its territorial jurisdiction. The portion to be paid by each Federal 
agency is to be proportionate to its share of the assessed valuation of Federal 
property involved in the payments, 

(b) No payment in lieu of taxes is to be made under section 5 (or section 8) 
to a tax authority which fails to furnish services to any Federal property or to the 
Federal personnel or their families on the same terms on which the service is 
furnished to any other property or resident. This restriction does not apply 
where the Federal agency has expressly waived the furnishing of the service as 
unnecessary or undesirable. 

Section 8. Transitional payments in lieu of taxes 

(a) Provision is made for payments in lieu of taxes during the first 10 fiscal 
years after enactment of the act with respect to all Federal property which (1) is 
of any of the excluded classes listed in section 6 (c) and not within any class 
described in section 6 (b) ; (2) was acquired by the United States or any Federal 
agency within the 10 years just preceding enactment of the bill; and (3) is not 
subject to tax under section 4 [the reference in the printed bill is, erroneously, 
to section 2]. 

(0) The payments under subsection (a) would decline year-by-year, starting in 
the first fiscal year after enactment with an amount equal to the full payment 
in lieu of taxes that would be made under section 5. Each successive annual pay- 
ment would be reduced by 10 percent of the original amount, and in the 11th 
year there would be no payment. 

(c) The limitations in subsections (c), (d), (e), and (f) of section 5 would 
apply to payments under section 8. The prohibition in section 7 (b) would also 
apply. 

Section 9. Consent to levy of special assessments 

(a) Except as otherwise provided in the bill, all Federal property would be 
subject to the levy and collection of any special assessment upon real property to 
the same extent and under the same conditions as other similar property, when- 
ever the assessment is levied upon non-Federal as well as Federal property. 
The tax authority is required to treat the Federal property at least as favorably 
as like property owned by taxable persons, 

(6) Any portion of a special assessment is to be paid by the Federal agency 
which is the controlling agency for the property at the time that portion of the 
special assessment becomes due. If the agency ceases to exist before payment is 
made, payment shall be made by the successor Federal agency, as determined 
by the Director of the Bureau of the Budget. 


Section 10. Federal Tax Payments Board 


(a) The bill establishes a bipartisan Federal Tax Payments Board of three 
members appointed by the President by and with the advice and consent of the 
Senate. Excepting for two of the original members, the appointments are to 
run for 3-year overlapping terms. The President is to designate the chairman. 
Any member may be removed by the President, after notice and hearing, for 
malfeasance in office, neglect of duty, or incompetence, but for no other cause. 

(6) Two members shall constitute a quorum, and a vacancy will not impair the 
right of the remaining members to exercise the Board’s powers. The Board is 
to have an official seal, to be judicially noticed. 
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(c) Each Board members is to receive a salary of $14,000 a year, is to be eligi- 
ble for reappointment, and shall not engage in any other business, vocation, or 
employment. 

(d) Subject to the civil-service laws and the Classification Act of 1949, the 

,oard may appoint and fix the compensation of a chief clerk, examiners, and other 
necessary personnel. ' 

(e) The Board would be empowered to make necessary rules and regulations, 
not inconsistent with the provisions of the act. 

Section 11. Powers and duties of the Board 

(a) The Board is given the following duties: 

(1) It is to prescribe such uniform rules, regulations, and forms as may 
be required for the submission by State tax authorities of claims for pay- 
ments authorized by the act. 

(2) It is to promulgate such uniform rules and regulations as may be 
necessary to provide for the making by Federal agencies of the authorized 
payments and for the determination of the amounts. 

(3) It is to consult, at least once in each calendar year, with the advisory 
committee established under section 12. 

(4) Upon application by any State tax authority or Federal agency, the 
Board is to hear and determine any question of fact or law concerning the 
liability of any Federal agency to make any payment under the act, the 
identity of Federal property subject to any payment under the act, or the 
amount of any such liability. However, the Board is not to hear or deter- 
mine any such question until the parties to a controversy have exhausted 
administrative and judicial remedies available under law in effect within 
the jurisdiction of the State tax authority concerned for the determination 
of any question concerning the nominal Federal tax liability with respect 
to property involved in the application. 

(5) To transmit to the President and the Congress annually a report 
containing a full statement of its activities during the calendar year, includ- 
ing the names, salaries, and duties of Board employees ; an account of moneys 
disbursed by the Board; a description of proceedings heard or determined 
by, or pending before, the Board; and any recommendations the Board con- 
siders advisable for legislation respecting administration of the act. 

(6) When an application is filed with it for any determination under the act, 
the Board (or any of its members, or any examiner designated by it) may summon 
and join in the proceeding Federal agency or State tax authority found to be 
a necessary party, hold hearings, administer oaths, examine witnesses and receive 
evidence, and require by subpena the attendance and testimony of witnesses and 
production of relevant documentary evidence. Subpenas are to be issued on be- 
half of any Federal agency or State tax authority which is a party to the pro- 
ceeding, on request and upon a statement of general relevance and reasonable 
scope of the evidence sought. Witness fees and mileage are to be the same as in 
United States district courts. The aid of any district court may be invoked 
in case of disobedience to a subpena, and failure to obey an order of the court 
may be punished as contempt. 

(ec) All hearings under section 11 are to be public. Each party would have the 
right to assistance of counsel, to offer evidence and submit rebuttal evidence, and 
conduct cross-examination. A transcript of the stenographic record of the testi- 
mony is to be filed in the Board’s office. 

(d) Each determination by the Board under this section is to be final and 
conclusive upon all State tax authorities and Federal agencies who are parties 
to the particular proceeding, and the determination is not to be questioned by 
any court or any accounting officer of the Government. 


Section 12. Advisory committee 


(a) The President is to appoint a 12-member advisory committee on Federal 
tax payments. Six of the members are to be officers or employees of Federal 
agencies, three are to be officers or employees of State gevernments, and three are 
to be officers or employees of other State tax authorities (i, e., local governments). 
The President is to designate the chairman. 

(b) The duties of the Committee are—— 

(1) to study the administration of the act and problems arising in connec- 
tion therewith ; 

(2) to consult with the Board, upon its request, in an advisory capacity in 
the solution of such problems ; and 
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(3) to transmit to the President from time to time a report containing a 
summary of the results of its studies, together with its recommendations for 
administrative or legislative changes to promote the efficient, economical, 
and equitable administration of the act. 

(c) Members who are officers or employees of any Federal agency would 
receive no additional compensation for advisory committee service. Others may 
be paid not in excess of $50 for each day of service, as the President shall pre- 
scribe. All would be reimbursed for necessary travel and other expenses. These 
payments would be made from appropriations to the Board. 

Section 13. Miscellancous administrative provisions 

(a) Upon proper written request from any State tax authority, each Federal 
agency which is controlling agency for any Federal property within the terri- 
torial jurisdiction of the tax authority is to furnish to the tax authority informa- 
tion concerning the Federal property similar to that which may be lawfully 
required with regard to like property owned by taxable persons. 

(bd) Failure of a Federal agency to make any payment authorized by the act, 
or to make timely payment, is not to subject any Federal agency, or any purchaser 
of property from a Federal agency, to the payment of any penalty or penalty 
interest or any payment in lieu of these. Likewise, it is not to subject any 
Federal property to any lien, attachment, foreclosure, or other legal proceeding 
not specifically authorized by the act. 


Section 14. Appropriations 


This section authorizes appropriation to each Federal agency of such sums as 
may be required for the discharge of its duties and obligations under the act 
Section 15. Separabilitu 

If any provision of the act, or its application to any Federal agency or any 
State tax authority, is held to be invalid, this is not to affect the remainder of 
the act and the application of the provision to other Federal agencies and State 
tax authorities. 


Section 16. Effective date 
Sections 4, 5, 8, and 9 (the sections providing for consent to taxation of certain 
property, for continuing or transitional payments in lieu of taxes on certain other 


property, and for consent to special assessments) would become effective on July 
1, 1955. All other provisions would become effective on the date of enactment. 


APPENDIx D TO STAFF MEMORANDUM No. 84-1-36 
PROVISIONS OF S. 2390 (84TH CONG.) 


A bill to consent to the taxation of certain Federal property by State and local tax 
authorities, to provide for the payment by Federal agencies of sums in lieu of taxes 
with respect to certain other Federal property, and for other purposes 


OUTLINE OF THE BILL 


The bill (S. 2890) consists of introductory sections specifying a short title, 
declaring the general policy and giving special definitions, followed by sections 
which may be outlined as follows: 

Section 4: Consent to taxation of certain Federal property 

Sections 5, 7, and 8: Payments in lieu of taxes with respect to certain Fed- 
eral property 

Section 6: Excluded properties 

Section 9: Consent to levy of special assessments 

Sections 10-13: Administrative provisions 

Section 14: Action for collection of payments 

Sections 15-17: General provisions 

Sections 4 through 8, taken together, would establish a classification of Fed- 
eral properties as a basis for annual payments to State and local governments, 
related more or less closely to the property-tax payments which might be made 
on privately owned properties. The categories and their treatment may be sum- 
marized as follows: 

1. Heclusions.—Certain groups of properties would be exempted (by sec. 6) 
from either taxation under section 4 or payments in lieu of taxes under section 5. 
These exclusions cover— 
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(a) Any Federal property (1) acquired by any Federal agency before Sep- 
tember 8, 1939, or (2) subject under any other law to such payments to the 
same tax authority. 

(b) Any Federal property which (1) if privately owned would be exempt 
from tax because of its use, (2) is the subject of revenue sharing under Fed- 
eral law, or (3) is devoted primarily to any local governmental use, e. g. 
a courthouse or post office. 

(c) Properties in certain uses specifically listed. 

(d@) Any stock of strategic or critical material or any agricultural com- 
modity in the custody of a Federal agency, or other personal property not 
devoted to an industrial or commercial use. 

2. Transitional payments.—The properties excluded by subsection 6 (¢c) would 
generally be subject under section 8 to a system of transitional payments in lieu 
of taxes during a period of 10 years after acquisition. 

3. Taration.—Federal property of the following classes would be subject under 
section 4 to State and local taxation, the same as other like property in the 
same jurisdiction : 

(a) Property held to secure a Federal agency against loss in connection 
with a loan, contract of insurance, or guaranty. 

(0) Property leased or sold under a conditional sale contract to any tax- 
able person. 

4. Payments in lieu of tares.—Federal property of the following classes would 
be subject under section 5 to payments in lieu of taxes unless it is excluded by 
various limiting provisions: 

(a) Property devoted to commercial or industrial use by or on behalf of 
a Federal agency. 

(b) Property devoted to housing of individuals for which rent is received. 

(c) Property devoted primarily to any other use except a local govern- 
mental use. 

Section 9 would consent to the levying against any Federal property of special 
assessments for local improvements, subject to requirements that any assess- 
ment be levied upon non-Federal as well as upon Federal property, and that at 
least as favorable treatment be accorded the Federal property as to like property 
owned by taxable persons. 

Sections 11 and 12 would establish a Federal Tax Payments Board and pre- 
scribe its powers and duties, which are the general supervision of the payments 
authorized by the bill. The bill generally assigns initial responsibility for pay- 
ments to the property using or owning agencies, subject to appeals to the Board. 
Section 13 provides for an advisory committee representing Federal, State, and 
local interests. Section 14 allows claimant State and local tax authorities to 
appeal to the United States district courts in cases where any part of a claim 
has not been paid by a Federal agency. 

A summary description of each section follows: 


Section 1. Short title 
The act may be cited as the “Federal Property Tax Payment Act of 1955.” 


Section 2. Declaration of policy 

Subsection (a) of the declaration of policy states that, although the United 
States is under no constitutional obligation to pay taxes or to make financial 
contributions in lieu of taxes on account of Federal property, it is the policy 
of the United States to make hereafter such tax payments and contributions 
in lieu of taxes as may be fair and equitable to compensate States and their 
political subdivisions and instrumentalities for tax revenue of which they are 
deprived by reason of the ownership or control by the Federal Government of 
property within the States. 

Subsection (b) states that it is the purpose of this legislation to remove, as 
far as practicable, inequities existing between taxpayers of State and local 
governments, on the one hand, and taxpayers of the Federal Government, on the 
other, in the distribution of governmental costs incident to property owned or 
used by the Federal Government. 

Subsection (c) specifies that, in consideration for the payments authorized by 
the act, the Congress expects that the several State and local governments, when 
so requested, will make all public services normally provided by them available 
to the Federal Government, its property, and its officers and employees, the 
same as to other property and individuals. 

Subsection (d) reserves to the Congress the right to amend, modify, or repeal 
the provisions of this act. , 
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Section 3. Definitions 

Some words and phrases used in the bill are defined restrictively or used in a 
special sense. Some of these are as follows: 

“Federal agency” means any department, agency, office, or independent estab- 
lishment in the executive, legislative, or judicial branch of the Government, and 
any corporation now or hereafter subject to the provisions of title I of the 
Government Corporation Control Act (31 U. 8. C. 846). 

“Federal property” means any property the legal title to which is held by the 
United States or any Federal agency. 

“State tax authority” means any State, and any county, city, municipality, 
tax district, or other political subdivision or public entity thereof having author- 
ity under State law to levy and collect within its territorial jurisdiction any 
tax or special assessment. 

“Tax” means any tax of general application levied according to value by any 
State tax authority upon property situated within its territorial jurisdiction, 
but does not include (1) any tax levied on the manufacture, purchase, sale, 
transfer, or use of any property, or (2) any tax levied or fee imposed for the 
procurement of any license, permit, or other authorization to engage in any form 
of activity. 

“Property” means any real or tangible personal property. 

“Real property,” used in relation to any tax or special assessment, means any 
interest in land, and any improvement thereon if such improvement constitutes 
real property under law in effect in the State tax authority imposing the tax 
or special assessment. 

“Tangible personal property,” used in relation to any tax, means any physical 
object, other than real property, defined as tangible personal property by law 
in effect within the State tax authority imposing the tax. It does not include any 
coin, bullion, currency, credit, security, or chose in action. 

“Industrial or commercial use,’’ used in relation to any Federal property in- 
cludes any use of the property for (1) the mining fabrication, or repair of any 
article or commodity, (2) the generation of electrical energy, (3) the transporta- 
tion of individuals or property, (4) .the storage of property, and (5) the sale 
or leasing of commodities or services. 

“Governmental use,” used in relation to any Federal property, means any use 
other than (1) an industrial or commercial use, or (2) use for the housing of 
individuals for which rent is received. 

“Local governmental use,” used in relation to any Federal property, means any 
governmental use for the purpose of rendering public service to or for persons 
residing within the vicinity of the property. 

Section 4. Consent to taxation of certain Federal property 

(a) Except as otherwise provided in the bill, all Federal property of the follow- 
ing classes situated within the territorial jurisdiction of any State tax authority 
would be subject to any tax imposed by that authority to the same extent and 
under the same conditions as other similar property within its jurisdiction: 

(1) Property legal title to which is held by a Federal agency to secure any 
Federal agency against loss in connection with any loan, contract of insur- 
ance, or guaranty. 

(2) Property legal title to which is held by any Federal agency but which 
has been leased, or sold under a conditional sale contract, to any taxable 
person. 

(b) Tax payments under subsection (a) are to be made by the Federal agency 
which is the controlling agency for the particular property at the beginning of 
the tax year for which the tax is imposed. If the agency ceases to exist before 
payment is made, payment shall be made by the successor Federal agency, as 
determined by the Director of the Bureau of the Budget. 


Section 5. Payments in lieu of tawes with respect to certain Federal property 


(a) Except as otherwise provided in the bill, payments in lieu of taxes are to 
be made to each State tax authority for each fiscal year with respect to all 
Federal property (other than that subject to tax under section 4 [the reference 
in the printed bill is, erroneously, to section 2]) of the following classes situated 
within the territorial jurisdiction of the authority: 

(1) Any property devoted te commercial or industrial use by or on behalf 
of any Federal agency. 

(2) me property devoted to the housing of individuals for which rent is 
received. 
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(3) Any property devoted primarily to any other use except a local govern- 
mental use. 

(b) Subject to limitations in the bill, the aggregate payment to each State 
tax authority for each fiscal year is to be a sum equal to (1) “the nominal 
Federal tax liability,” reduced by (2) “the Federal credit against tax liability,” 
and increased by (3) “the Federal specific liability.” ‘The three terms are ex- 
plained in the bill as follows: 

(1) “The nominal Federal tax liability” is the aggregate amount of taxes 
which would be payable to the State tax authority during the year with 
respect to all property of the classes specified in subsection (a) if legal 
title to the property were held by a taxable person for that portion of the 
applicable tax year during which title was held by one or more Federal 
agencies. 

(2) “The Federal credit against tax liability” is the aggregate value of 
governmental services of kinds normally furnished by State tax authorities 
which, during the fiscal year, were furnished within the jurisdiction of the 
particular State tax authority by Federal agencies. This value is to be 
computed on the basis of the unit cost incurred by the authority in pro- 
viding like services or (in the absence of such data) the unit cost incurred 
by comparable authorities in the vicinity. 

(3) “The Federal specific liability” is the aggregate of expenditures in- 
curred by the State tax authority during the fiscal year in furnishing to or 
on behalf of all such Federal property services of kinds not customarily 
furnished by the tax authority to or on behalf of other similar properties. 

(c) No payment is to be made under this section to any State tax authority 
for any fiscal year, with respect to any Federal property, unless the authority 

(1) files a claim with supporting information on a prescribed form. The 
claim is to be filed with the controlling agency for the property and is to 
relate to all Federal property subject to payment under this section which 
is controlled by that agency within the territorial jurisdiction of the State 
tax authority ; 

(2) files with the claim an itemized statement of (A) the property with 
respect to which the claim is made, (B) the assessed valuation placed by 
the tax authority on the property, (C) the nominal Federal tax liability 
claimed with respect to the property, (D) the tax rate or rates applied in 
computing the nominal Federal tax liability, (E) the amount of Federal 
eredit against tax liability accorded to the controlling agency in computing 
the amount claimed from that agency under this section, and (F) the amount 
of any Federal specific liability included in the claim for payment; 

(3) files with the claim a detailed statement of the procedural action 
which may be taken to obtain administrative review, or judicial review, or 
both, with respect to the nominal Federal tax liability ; 

(4) for the purpose of determining the nominal Federal tax liability of 
the Federal agency, makes available to the agency all substantive and pro- 
cedural rights, administrative and judicial, which would be available under 
law in effect within the authority in determining the valuation of the prop- 
erty, the rate of tax applicable, and the amount of tax payable if the property 
were owned by a taxable person ; and 

(5) for such purpose treats the Federal property in all respect in a man- 
ner at least as favorable as similar property owned by taxable persons. 

(d) Each payment with respect to any property shall be made by the Federal 
ageney which is the controlling agency for that property at the beginning of 
the fiscal year for which the payment is due. If the agency ceases to exist before 
payment is made, payment shall be made by the successor Federal agency, as de- 
termined by the Director of the Bureau of the Budget. 

(e) Whenever a Federal agency and State tax authority fail to agree with 
respect to any question concerning the identity of Federal property claimed to be 
subject to payments under this section, the amount of the Federal credit against 
tax liability, or the amount of Federal specific tax liability, either the agency or 
the authority may apply to the Board for determination of the question. 

(f) Whenever more than one Federal agency controls properties subject to 
payments under this section which are within the territorial jurisdiction of any 
State tax authority, and determination of the amount payable by any such agency 
involves any question concerning the allocation among two or more agencies of 
the amount of Federal credit against tax liability or Federal specific tax liability, 
the State tax authority shall apply to the Board for determination of the 
question. 
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Section 6. Excluded properties 

(a) No payment is to be made under section 4 or 5 with respect to any Fed- 
eral property (1) acquired by any Federal agency before September 8, 1939; 
(2) subject under any other law to payments of taxes or payments in lieu of taxes 
to the same tax authority; or (3) subject to revenue-sharing under Federal law. 

(b) No payment is to be made under section 4 or 5 with respect to any Fed- 
eral property which (1) if privately owned or controlled would be exempt from 
tax because of the use to which it is devoted; or (2) is devoted primarily to any 
local governmental use, including (without limitation) any courthouse, post 
office, and various other uses listed. 

(c) No payment is to be made under section 4 or 5 with respect to any proper- 
ties of the following types: (1) office building not devoted to any industrial or 
commercial use and not included within any class listed in section 4 (a); (2) 
customs house; (3) facility for coining money or printing currency; (4) bullion 
depository; (5) river or harbor improvement; (6) prison, reformatory, or deten- 
tion farm: (7) hospital, dispensary, clinic, or other medical facility; (8) home 
for the aged or sanatorium; (9) quarantine or immigration station; (10) ceme- 
tery: (11) aid to navigation administered by the Coast Guard; (12) beacon or 
other aid to air navigation administered by the Civil Aeronautics Administra- 
tion; (13) facility used in the performance by any Federal agency of any police, 
investigative, or regulatory function (except any such function performed inci- 
dental to administering property of a class listed in section 4 (a) or 5 (a)); or 
(14) post, camp, station, fort, armory, airfield, proving ground, or other installa- 
tion administered by any of the Armed Forces of the United States (except to 
the extent that any such installation may be devoted to an industrial or com- 
mercial use). 

(d@) No payment is to be made under section 4 or 5 with respect to (1) any 
stock of strategic or critical material or any agricultural commodity in the 
custody of a Federal agency, or (2) any other personal property not devoted 
to an industrial or commercial use. 


Section 7. Limitations on payments in lieu of tares 

(a) For any particular tax authority, the total amount of payments in lieu of 
taxes in any one fiscal year would be subject to comparison with a standard estab- 
lished by this subsection. If the aggregate of such payments under section 5 to be 
made for any fiscal year to a single tax authority by one or more Federal agencies 
exceeds the aggregate amount which the authority levies on all non-Federal 
taxable property in its territorial jurisdiction, any such Federal agency may apply 
to the Board for an order reducing its payment. 

When it received such an application, the Board would notify the tax authority 
and each Federal agency. After a hearing it would determine whether payment 
of the aggregate amount payable under section 5 would confer on the tax au- 
thority unwarranted benefit contrary to the interest of taxpayers of the United 
States. If the Board determined that the payment would confer unwarranted 
benefit, it would prescribe (1) a lower aggregate which it determined to be fair 
and equitable, and (2) the portion thereof to be paid by each Federal agency. 
The revised amount could not be less than the aggregate amount of taxes levied 
by the tax authority for the applicable tax year on all non-Federal taxable 
property in its territorial jurisdiction. The portion to be paid by each Federal 
agency is to be proportionate to its share of the assessed valuation of Federal 
property involved in the payments. 

(b) No payment in lieu of taxes is to be made under section 5 (or section 8) 
to a tax authority which fails to furnish services to any Federal property or to 
the Federal personnel or their families on the same terms on which the service 
is furnished to any other property or resident. This restriction does not apply 
where the Federal agency has expressly waived the furnishing of the service 
as unnecessary or undesirable. 


Section 8. Transitional payments in lieu of taxes 


(a) Provision is made for payments in lieu of taxes with respect to all Fed- 
eral property which (1) is of any of the excluded classes listed in section 6 (c) 
and not within any class described in section 6 (6) or 6 (d); (2) was acquired 
bv the United States or any Federal agency from a taxable person within the 
10 years just preceding enactment of the bill; and (3) is not subject to the pay- 
ment of any tax under section 4 [the reference in the printed bill is, erroneously, 
to section 2]. 

(b) The payments under subsection (a) would be made with respect to any 
such property acquired by the United States or any Federal agency on or after 

















PAYMENTS TO STATE OR LOCAL TAXING UNITS 95 


the effective date of the act. The amount to be paid in each of the first two 
fiscal years after acquisition would equal the full payment in lieu of taxes that 
would be made under section 5; and the amount of the annual payments would 
be reduced for each succeeding biennium by 20 percent of the original amount, 
so that in the 11th year after acquisition and thereafter no further payments 
would be made. Any taxes which may have been paid by any person for the tax 
year in which the property was acquired are to be deducted from the payment 
for the first fiscal year after acquisition, but any such tax payment is to be 
included in computing the payments to be made under this section for succeed- 
ing fiscal years. 

(c) The stepdown formula provided in subsection (b) is to apply to payments 
with respect to property acquired before the effective date of the act. No pay- 
ment is to be made for any fiscal year which ended before the effective date of 
the act, but for the purpose of determining payments in succeeding fiscal years 
the amount is to be computed as if payments had been made in the years pre- 
ceding the effective date. 

(ad) The limitations in paragraph (1) of subsection (c) and in subsections 
(d), (e), and (f) of seetion 5 would apply to payments under section 7. The 
prohibition in section 7 (0) would also apply. 


Section 9. Consent to levy of special assessments 

(a) Except as otherwise provided in the bill, all Federal property would be sub- 
ject to the levy and collection of any special assessment upon real property to the 
same extent and under the same conditions as other similar property, whenever 
the assessment is levied upon non-Federal as well as Federal property. The 
tax authority is required to treat the Federal property at least as favorably as 
like property owned by taxable persons. 

(b) Any portion of a special assessment is to be paid by the Federal agency 
which is the controlling agency for the property at the time that portion of the 
special assessment becomes due. If the agency ceases to exist before payment 
is made, payment shall be made by the successor Federal agency, as determined 
by the Director of the Bureau of the Budget. 

Section 10. Information concerning Federal property 

Upon proper written request from any State tax authority, each Federal agency 
which is controlling agency for any Federal property within the territorial juris- 
diction of the tax authority is to furnish to the tax authority information concern 
ing the Federal property similar to that which may be lawfully required with 
regard to like property owned by taxable persons. 

Section 11, Federal Tax Payments Board 

(a) The bill establishes a bipartsan Federal Tax Payments Board of three 
members appointed by the President by and with the advice and consent of the 
Senate. Excepting for 2 of the original members, the appointments are to run 
for 3-year overlapping terms. The President is to designate the Chairman. Any 
member may be removed by the President, after notice and hearig, for malfea- 
sance in office, neglect of duty, or incompetnce, but for no other cause. 

(b) Two members shall constitute a quorum, and a vacancy will not impair 
the right of the remaining members to exercise the Board’s powers. The Board 
is to have an official seal, to be judicially noticed. 

(c) Each Board member is to receive a salary of $15,000 a year, is to be eligible 
for reappointment, and shall not engage in any other business, vocation, or 
employment. 

(d) The Board may appoint and fix the compensation of a chief clerk. exam 
iners, and other necessary personnel. 

(e) The Board would be empowered to make necessary rules and regulations, 
not inconsistent with the provisions of the act. 


Section 12. Powers and duties of the Board 


(a) The Board is given the following duties : 

(1) It is to prescribe such uniform rules, regulations, and forms as may 
be required for the submission by State tax authorities of claims for pay- 
ments authorized by the act. 

(2) It is to promulgate such uniform rules and regulations as may be 
necessary to provide for the making by Federal agencies of the authorized 
payments and for the determination of the amounts. 
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(3) It is to consult, at least once in each calendar year, with the advisory 
committee established under section 13 [the reference in the printed bill is, 
erroneously, to section 12]. 

(4) Upon application by any State tax authority or Federal agency, the 
Board is to hear and determine any question of fact or law concerning the 
liability of any Federal agency to make any payment under the act, the 
identity of Federal property subject to any payment under the act, or the 
amount or any such liability. However, the Board is not to hear or deter- 
mine any such question until the parties to a controversy have exhausted 
administrative and judicial remedies available under law in effect within 
the jurisdiction of the State tax authority concerned for the determination 
of any question concerning the nominal Federal tax liability with respect to 
property involved in the application. 

(5) To transmit to the President and the Congress annually a report con- 
taining a full statement of its activities during the calendar year, including 
the names, salaries, and duties of Board employees; an account of moneys 
disbursed by the Board; a description of proceedings heard or determined 
by, or pending before, the Board; and any recommendations the Board con- 
siders advisable for legislation respecting administration of the act. 


(b) When an application is filed with it for any determination under the act, 
the Board (or any of its members, or any examiner designated by it) may summon 
and join in the proceeding Federal agency or State tax authority found to be 
a necessary party, hold hearings, administer oaths, examine witnesses and receive 
evidence, and require by subpena the attendance and testimony of witnesses 
and production of relevant documentary evidence. Subpenas are to be issued 
on behalf of any Federal agency or State tax authority which is a party to the 
proceeding, on request and upon a statement of general relevance and reasonable 
scope of the evidence sought. Witness fees and mileage are to be the same as 
in United States district courts. The aid of any district court may be invoked in 
case of disobedience to a subpena, and failure to obey an order of the court may 
be punished as contempt. 

(c) All hearings under this section are to be public. Each party would have 
the right to assistance of counsel, to offer evidence and submit rebuttal evidence, 
and conduct cross-examination. A transcript of the stenographic record of the 
testimony is to be filed in the Board’s office. 

(d) Each determination by the Board under this section is to be final and con- 
elusive upon all State tax authorities and Federal agencies who are parties to 
the particular proceeding, and the determination is not to be questioned by 
any court or any accounting officer of the Government. 


Section 18. Advisory Committee 


(a) The President is to appoint a 12-member Advisory Committee on Federal 
tax payments. Six of the members are to be officers or employees of Federal 
agencies, 3 are to be officers or employees of State governments, and 3 are to be 
officers or employees of other State tax authorities (i. e., local governments). 
The President is to designate the chairman. 

(b) The duties of the Committee are— 


(1) To study the administration of the act and problems arising in con- 
nection therewith ; 

(2) To consult with the Board, upon its request, in an advisory capacity 
in the solution of such problems; and 

(3) To transmit to the President from time to time a report containing a 
summary of the results of its studies, together with its recommendations 
for administrative or legislative changes to promote the efficient, economical, 
and equitable administration of the act. 


(¢) Members who are officers or employees of any Federal agency would re- 
ceive no additional compensation for Advisory Committee service. Others may 
be paid not in excess of $50 for each day of service, as the President shall 
prescribe. All would be reimbursed for necessary travel and other expenses. 
These payments would be made from appropriations to the Board. 


Section 14. Action for collection of payments 


(a) Any State tax authority may file an action to recover any unpaid portion 
of a claim for payment under the act which it has duly filed with any Federal 
agency. The action may be filed in the United States district court for the 
district where the authority maintains its principal executive or administrative 
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office. The court would have jurisdiction to hear and determine the matter and 
to enter such judgment or order as it determines to be required to carry into 
effect the provisions of the act. A judgment or final order entered by the district 
court would be subject to appeal pursuant to section 1291 of title 28, United 
States Code. 

(b) Action upon any claim could be instituted under this section by any State 
tax authority upon the expiration of 1 year after (1) the filing of the claim 
under section 6 (a) [this reference appears to be an error; presumably section 
5 (c) is intended], or (2) the completion of any administrative or judicial pro 
ceeding instituted in conformity with the provisions of the bill for the deter- 
mination of the amount due under the claim, whichever is later. No action 
under this section may be brought after 6 years after the first date on which 
the action could have been instituted. 

(c) Process in any action under this section may be served on the chief 
administrative officer of the agency who maintains an office in the judicial dis- 
trict in which the action is instituted, or on the head of the agency. 

(d) Failure of a Federal agency to make any payment authorized by the act, 
or to make timely payment, is not to subject any Federal agency, or any pur 
chaser of property from a Federal agency, to the payment of any penalty or 
penalty interest or any payment in lieu of these. Likewise, it is not to subject 
any Federal property to any lien, attachment, foreclosure, or other legal pro- 
ceeding not specifically authorized by the act. 

Section 15. Appropriations 

This section authorizes appropriation to each Federal agency of such sums 

as may be required for the discharge of its duties and obligations under the act. 


Section 16. Separability 

If any provision of the act, or its application to any Federal agency or any 
State tax authority, is held to be invalid, this is not to affect the remainder of 
the act and the application of the provision to other Federal agencies and State 
tax authorities. 
Section 17. Effective date 

Sections 4, 5, 8, and 9 (the sections providing for consent to taxation of certain 
property, for continuing or transitional payments in lieu of taxes on certain other 
property, and for consent to special assessments) would become effective on 
July 1, 1956. All other provisions would become effective on the date of 
enactment. 


APPENDIX E To Starr MEMORANDUM No. 84-1-36 


PROVISIONS OF S. 2754 (84TH Conca.) 


A BILL To authorize the taxation of certain Federal real property by State and local tax 
authorities, and for other purposes 


The bill (S. 2754) provides consent generally to the levy of State and local 
real property taxes and special assessments against Federal real property. A 
summary description of each section follows: 


Section 1. Short title 
The act may be cited as the “Federal Real Property Tax Act of 1955.” 


Section 2. Definitions 


Some words or phrases used in the bill are defined restrictively or used in a 
special sense. Some of these are as follows: 

“Federal agency” means any department, agency, office, or independent estab- 
lishment in the executive, legislative, or judicial branch of the Government, and 
any corporation now or hereafter subject to the provisions of title I of the Gov- 
ernment Corporation Control Act (31 U. S. C. 846). 

“Federal property” means any property the legal title to which is held by the 
United States or any Federal agency. 

“Controlling agency,” when used in relation to any Federal property, means 
the Federal agency charged with the duty of administering the property. 

“State tax authority” means any State, and any county, city, municipality, tax 
district, or other political subdivision or public entity thereof having authority 
under State law to levy and collect within its territorial jurisdiction any tax or 
special assessment. 
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“Tax” means any tax of general application levied according to value by any 
State tax authority upon real property situated within its territorial jurisdiction. 

“Special assessment” means any levy, other than a tax, imposed by any State 
tax authority directly upon real property within its territorial jurisdiction to 
defray the cost of any public improvement, and equitably apportioned according 
to the benefit conferred by the improvement upon such property. 

“Real property,” when used in relation to any tax or special assessment, means 
any interest in land, and any improvement thereon if such improvement consti- 
tutes real property under law in effect within the State tax authority imposing 
the tax or special assessment. 

Section 3. Consent to taxation of certain Federal property 

(a) Except as otherwise provided in the bill, all Federal property within the 
territorial jurisdiction of any State tax authority is to be subject to the assess- 
ment and collection of any tax imposed by the authority to the same extent and 
under the same conditions as other similar property within its jurisdiction. 

(b) No consent is granted by this section to any payment with respect to any 
Federal property which— 

(1) if privately owned or controlled, would be exempt from tax because 
of the use to which it is devoted ; 

(2) is the subject of any revenue-sharing arrangement under Federal 
law, where such revenue equals, or exceeds, the tax which would otherwise 
be levied in the regular manner ; 

(3) is devoted primarily to use as a United States courthouse ; post office ; 
postal facility; customhouse; assay office; facility for coining money or 
printing currency ; bullion depository ; national monument; prison, reforma- 
tory, detention farm, or disciplinary barracks; hospital, dispensary, clinic, 
or other medical facility ; sanatorium, home for the aged, or facility providing 
domiciliary care ; or cemetery. 


Section 4. Consent to levy of special assessments 


Except as otherwise provided by the bill, all Federal property within the ter- 
ritorial jurisdiction of any State tax authority is to be subject to the levy and 
collection of any special assessment upon real property to the same extent and 
under the same conditions as other similar property within the jurisdiction. 


Section 5. Payment of taxes and special assessments 


(a) Payment of any tax or special assessment authorized by section 3 or 4 
with respect to any Federal property is to be made by the Federal agency which 
is controlling agency for the property at the time the tax or special assessment 
becomes due and payable. If the agency ceases to exist before payment is made, 
payment is to be made by the successor Federal agency, as determined by the 
Director of the Bureau of the Budget. 

(b) Upon written request from the appropriate officer of any State tax au- 
thority, each Federal agency which is controlling agency for any Federal property 
within the territorial jurisdiction of the tax authority is to furnish to the author- 
ity information concerning the Federal property similar to that which may be 
lawfully required with regard to like property owned by taxable persons. 


Section 6. Limitations 
(a@) No payment is to be made under this act to any State tax authority with 
respect to any Federal property unless the authority— 

(1) files with the Federal controlling agency for the property a claim, in 
such form and containing such information as the Director of the Bureau of 
the Budget shall prescribe ; 

(2) files with the claim an itemized statement of (A) the property with 
respect to which the claim is made, (B) the assessed valuation placed on the 
property by the tax authority, (C) the nature and amount of the Federal 
liability claimed, and (D) the tax rate or rates applied in computing the 
liability ; 

(3) files with the claim a detailed statement of the procedural action 
which the Federal agency may take to obtain, under law in effect in the 
State tax authority, administrative review or judicial review, or both, with 
respect to the liability of the Federal agency for payment of the claim; 

(4) for the purpose of determining the existence and amount of the lia- 
bility, makes available to the Federal agency all substantive and procedural 
rights, administrative and judicial, which would be available under law in 
effect within the authority in determining the valuation of the property, the 
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rate of tax or assessment applicable, and the amount of the tax or assess- 
ment which would be payable if the property were owned by a taxable person ; 
and 

(5) for such purpose treats the Federal property in all respects in a 
manner at least as favorable as similar property owned by taxable persons. 

(b) Failure of a Federal agency to make any payment authorized by the act, 
or to make timely payment, is not to subject any Federal agency, or any pur- 
chaser of property from a Federal agency, to the payment of any penalty or 
penalty interest or any payment in lieu of these. Likewise, it is not to subject 
any Federal property to any lien, attachment, foreclosure, or other legal pro- 
ceeding not expressly authorized by the act. 

(c) The act would grant no consent for any payment to any State tax au- 
thority with respect to any Federal property for any period for which any pay- 
inent of taxes or payment in lieu of taxes is made to the authority with respect 
to the same property under any other provision of law. Whenever a given Fed- 
eral property is subject to payment of tax under this law or to a payment of 
taxes or in lieu of taxes under some other law for the same period, the tax au- 
thority will be permitted to elect to claim and receive the payment it prefers. 


x 


Section 7. Action for collection of taves 

(a) Any State tax authority may file an action to recover any unpaid portion 
of a claim for tax or special assessment under the act which it has duly filed 
with any Federal agency. The action may be filed in the United States district 
court for the district where the authority maintains its principal executive or 
administrative office. The court would have jurisdiction to hear and determine 
the matter and to enter such judgment or order as it determines to be required 
to carry into effect the provisions of the act. A judgment or final order entered 
by the district court would be subject to appeal pursuant to section 1291 of title 
28, United States Code. 

(b) Action upon any claim could be instituted under this section by any State 
tax authority upon the expiration of 1 year after (1) the filing of the claim under 
section 6 (a), or (2) the completion of any administrative or judicial proceeding 
instituted by the Federal agency under law in effect within the State tax author- 
ity for the determination of the amount due under the claim, whichever is later. 
No action under this section may be brought after 6 years after the first date on 
which the action could have been instituted. 

(c) Process in any action under this section may be served on the chief ad- 
ministrative officer of the agency who maintains an office in the judicial district 
in which the action is instituted, or on the head of the agency. 


Section 8. Appropriations 

This section authorizes appropriation to each Federal agency of such sums as 
may be required for the discharge of its duties and obligations under the act. 
Section 9. Separability 

If any provision of the act, or its application to any Federal agency or any 
State tax authority, is held to be invalid, this is not to affect the remainder of 
the act and the application of the provision to other Federal agencies and State 
tax authorities. 

Section 10. Effective date 

The bill is to be effective with respect to any tax levied for any period beginning 
after June 30, 1956, and any special assessment levied after that date. 

Senator Humpurey. The Chair desires to place in the appendix to 
the record, pertinent extracts from the report of the Study Committee 
on Payments in Lieu of Taxes and Shared Revenues, submitted to the 
Commission in June 1955. The record will remain open for addi- 
tional submissions in order to afford all interested persons an oppor- 
tunity to submit their views. 

The Chair also wishes to insert in the record at this point a letter 
from Senator Edward Martin, along with a statement by the mayor 
of the city of New Castle, Pa., the Honorable Edward A. DeCarbo; a 
letter from Senator Bush; and a letter from my colleague, Senator 
Thye, transmitting a resolution and statement from the city of St. 
Paul, signed by the city clerk, Mr. Joseph R. Okoneski. 
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(The documents above referred to are as follows :) 





UNITED SratTes SENATE, 
COMMITTEE ON PUBLIC WoRKS, 
July 25, 1955. 
Hon. JoHn L. McCLe.ian, 
Chairman, Committee on Government Operations, 
Senate Office Building, Washington, D. C. 

Dear JOHN: I appreciate the notification on the hearing the committee is hold- 
ing today on the several bills pending on the question of taxation of local prop- 
erty transferred to a Federal agency. 

It is my understanding that today’s hearing was called especially to accommo- 
date certain county officials who have been attending a conference here in the 
East. It is my further understanding that you will continue these hearings on 
a full scale after January 1, 1956. At that time I would like to present my 
statement in behalf of 8. 888 and discuss the problem as it affects communities 
in the State of Pennsylvania. 

Attached to this letter is a statement from Mayor Edward A. DeCarbo, of the 
city of New Castle, Pa. It occurred to me that this would be the appropriate 
time to include Mayor DeCarbo’s statement in the record. The situation as it 
affects the city of New Castle is an excellent example of the problems this leg- 
islation seeks to correct. I will appreciate your inclusion of Mayor DeCarbo’s 
statement in the record of today’s hearings. } 

With kindest regards, I am j 

Very sincerely, 












































EpWARD MARTIN, 
STATEMENT By Hon. EpwaArp A. DECARBO, MAyor OF THE City OF NEW CASTLE, PA. 


When the United States Steel Co. ceased operations at its New Castle plant, 
the city leased from it what was known as the old nail mill. The city used it for 
several years as a center for all of its street and sewer equipment and supplies. j 

The building was ideally suited for this use. It was a long large’ building ex- i 
tending the whole length of the north side of the steel company property. 4 

It had a dirt floor, with 2 or 3 standard railroad sidings entering the eastern 4 
end from Moravia Street and extending the whole length of the building. The 5 
floor was completely covered with heavy steel plates, so that the city trucks could 
drive anyplace in the building to dump or load cinders, sand and other heavy 
supplies. 

In 1940 it was learned that the steel-mill property was to be disposed of, and 
the city undertook the purchase the site and building, which was being rented and 
used by it, as above described. It was told that the nail mill would not be sold 
alone, but that the whole steel mill must be disposed of in one transaction. ag 

At the time the property was first leased to the city in 1986, the assessed i 
value of the nail mill alone, for city-tax purposes, was $92,400. As a part of the 7 
consideration for the lease, the tax assessment on the nail-mill property was 7 
reduced by the city to $34,880 during the time the city used it. 

Mr. Hollinshead, who was in charge of the disposal of the property for the 
steel company, offered to sell the whole steel mill property to the city for $80,000 
but the city was unable to accept this offer. Mr. Hollinshead then assured the 
city that when the plant was sold, the city would be protected in its possession 
of the nail mill. 

That assurance was kept most generously because when the whole plant was 
sold to A. Deitch, the contract of sale provided that the city must be given the 
first right to buy the nail mill property when Mr. Deitch had no further use 
for it. 

In February 1941 Mr. Deitch purchased the whole steel mill property and 
immediately offered to the city that when the steel rails and steel plates should q 
be removed by him, he would deed the nail mill property to the city at no cost a 
whatever. _ 

Without the plates the usefulness of the building for the city would have been 
destroyed, so it was agreed that the city should pay Mr. Deitch $9,000 for those 
plates and leave them in. 

A. Deitch then proposed that if the city would allow the whole property to be 
relieved from taxes for 5 years, while he removed all metal and other valuable 
personal property, including a brick office building, from the land, that he would 
deed all of the land to the city. 
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Upon request by the city, A. Deitch agreed further to leave the office building 
remain for $4,000, which he estimated was the value to him of the materials in 
the building, if it were wrecked. 

A contract was then entered into by the city and Mr. Deitch, the terms whereof 
were substantially as follows: 

1. That the city would purchase the steel plates in the oil nail mill for 
$9,000. 

2. That A. Deitch would proceed immediately to remove the rails from 
the building, doing as little damage to the floor as possible. 

3. That A. Deitch Co. would immediately transfer title to the city for the 
nail mill property, which was at that time under lease to the city. 

4. That the city would pay A. Deitch Co. $4,000 for the office building. 

5. That the office building should remain in the possession of A. Deitch 
Co. as long as A. Deitch Co. was in possession of the remaining real estate, 
which was stipulated to be 5 years. 

6. That when A. Deitch Co. had removed all of the scrap metal on the 
remaining real estate, and disposed of the same, A. Deitch Co. would trans- 
fer to the city all of the remaining land which it had purchased from the 
Carnegie-Lilinois Steel Corp. 

On March 1, 1941, Mr. Deitch and his wife conveyed all of the land to the city, 
subject to reservations substantially as contained in the said agreement. 

In March of 1942 the United Engineering & Foundry Co. began negotiations 
with the city to obtain the said land for the United States Government. The 
city offered to transfer the land to the Defense Plant Corporation as a gift. 

The city of New Castle contends that at the time it gave this property to 
the Defense Plant Corporation, it charged nothing for the land or buildings and 
that it did not intend to charge anything for the scrap metal and other salvage 
materials on the property, which were included in the gift and for which it had 
paid $13,000. 

The attorneys for the Defense Plant Corporation and for the title company, 
which was guaranteeing the title to the land, insisted, however, that the city 
must receive back the $13,000, which it had paid for the steel plates and other 
scrap metal, which it was turning over to the Defense Plant Corporation. 

At the time the land was transferred, an act of Congress very specifically made 
it taxable for local tax purposes, and the city, relying upon that, made the 
transfer. The city had two motives, viz: (1) A patriotic motive to help the 
Government in time of war, and (2) a selfish motive to get the land back on 
the local tax list so as to provide revenues to run the city. 

The city believes that any action on the part of the Federal Government, 
which would repeal or nullify the provision of the act of Congress making the said 
property subject to local taxes, would amount to an unjust enrichment of the 
Federal Government and that in good conscience, morales, and equity, even if 
the transfer of the property by the Reconstruction Finance Corporation to the 
United States of America, by deed entered December 15, 1953, in Deed Book 376, 
page 596, would nulify the provisions of the act of Congress, making the said land 
subject to local taxation, vet the United States Government ought not, under 
the peculiar circumstances in this case, to repudiate the implied and generally 
admitted consideration for which the city transferred a very valuable property 
to the Government and its agencies. 

The United Engineering & Foundry Co. leased this plant from the Reconstruc- 
tion Finance Corporation from March of 1942 until December 1953, and from that 
date the company leased from the Federal Government until it relinquished its 
lease and possession in March 1955. 

During the time the Reconstruction Finance Corporation was the lessor, the 
company paid taxes on the property amounting to $45,000 per year. When this 
property was transferred from the Reconstruction Finance Corporation to the 
United States of America in December of 1953, the Federal Government then re- 
fused to meet the local tax obligation. 

Since March of 1955 the plant has remained idle and the Federal Government 
has either refused or has been unable to dispose of it to private industry. Asa 
result, the city not only lost its real estate taxes, but also the “‘wage tax,’ which 
was originally derived from some 3,500 employees formerly employed at the 
plant. 

These employees have had to seek employment elsewhere, most of whom have 
left town, or are working in neighboring towns. Because of this situation, the 
city of New Castle finds itself in financial straits and confronted with an un- 
employment problem at the very time surrounding communities are enjoying 
the benefits of present prosperity. 
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The city must still furnish to this plant, which is located in the heart of its 
industrial section, the same protection and facilities as it affords to the other 
industries in the community which are contributing their share of the city 
expenses. 

It seems to us only just, right, and proper that the Federal Government should 
contribute to the expense of local government where it owns income-producing 
property. The city of New Castle certainly cannot be criticized for donating to 
the war effort the most valuable piece of ground, for industrial purposes, that 
is located within the city, and for doing so under an agreement with an agency 
of the Federal Government that that property would contribute to the expense 
of maintaining the city, nor should the city be penalized for its action. 

I, therefore, feel that S. 888, or similar legislation should be passed, in that it 
will contribute some relief to communities such as ours, who have relied on the 
laws and contracts that were in effect at the time our cities dealt with the Recon- 
struction Finance Corporation, and, certainly, the Federal Government should 
feel some moral obligation in such circumstances. 

It seems only fair to me that if it is necessary for the Government to enter 
into the field of private industry, it should do so as a fair competitor with those 
local industries which are supporting the local governments. You gentlemen 
are well aware of the tax problem that faces the Federal Government, and, there- 
fore, I trust that you will be sympathetic with the analogous problem that faces 
local government. 

Respectfully submitted. 

Epwarp A. DeCarzo, 
Major, City of New Castle, Pa. 


UNITED STATES SENATE, 
COMMITTEE ON PusLic WorkKsS, 
July 21, 1955. 
Hon. JoHn L. McCLeLLan, 
Chairman, Committee on Government Operations, 
United States Senate, Washington, D. C. 

Dear SENATOR MCCLELLAN: Thank you for sending me a notice of the hearing 
scheduled for Monday, July 25, 1955, on bills relating to payments in lieu of 
taxes. It is my understanding that this hearing will be of a preliminary nature, 
primarily to obtain the testimony of representatives of the National Association 
of County Officials, now meeting in Richmond, Va.; and that full hearings 
probably will be deferred until the next session of the 84th Congress. 

As a sponsor of one of the bills on this subject before your committee, I hope 
that full hearings will be held at the very earliest practicable date; and would 
appreciate very much if notice could be given well in advance. I would like to be 
able to notify officials of communities in my State who are vitally interested in 
the proposed legislation. 

With kind personal regards, I am 

Sincerely yours, 
Prescott Bus, 
United States Senator. 


UnitTep States SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. C., April 26, 1955. 
Hon. Jonn L. McCLetian, 
Chairman, Government Operations Committee, 
United States Senate, Washington, D. C. 

Dear CHAIRMAN MCCLELLAN: I am enclosing communication and copy of reso- 
lution adopted by the St. Paul City Council. I would appreciate it being incor- 
porated in the hearings on S. 1566 when they are held. 

Sincerely yours, 
Epwarp J. THYE, 
United States Senator. 
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May 4, 1955. 
Hon. Epwarp J. THYE, 
United States Senate, Washington, D. C. 

Dear SENATOR THYE: This will acknowledge receipt of your letter of April 26, 
1955, with which you enclosed a communication from Mr. Joseph R. Okoneski, 
city clerk of the city of St. Paul, with reference to his interest in S. 1566, to 
establish a general policy and procedures with respect to payments to State and 
local governments on account of Federal real property and tangible personal prop: 
erty, and for other purposes. 

Action on this bill, along with a number of other related proposals, has been 
held up by the committee on the recommendations of the Director of the Bureau 
of the Budget and other interested Federal agencies, pending the submission 
of the report of the Commission on Intergovernmental Relations which has 
undertaken a special study of the problems involved in relationship to payments 
of taxes or in lieu of taxes on Federal property taken out of local taxation. 

The committee has had similar proposals under consideration during the past 
two Congresses, and I assure you will give careful consideration to all such 
bills with a view to recommending appropriate legislation to the Senate as soon 
as all the facts are available. 

In accordance with your request, I shall be glad to have the communication 
and resolution adopted by the St. Paul City Council made a part of the record 
of any hearings that are held on 8, 1566. 

With kind regards, I am 

Sincerely yours, 
JOHN L. McCLeLian, Chairman. 


Crry oF Str. PAut, MINN., 
OFFICE OF CITy CLERK, 
BUREAU OF RECcorRDs, 
April 21, 1955. 
Hon, EpwaArp J. THYE, 
United States Senator, 
Senate Office Building, Washington, D. C. 

Dear SENATOR THYE: We respectfully call to your attention the enclosed copy 
of a resolution, council file 172807, adopted by the St. Paul City Council today, 
recommending passage by the Senate of S. 1566 with reference to payment by 
the United States Government to State and local governments, as more fully 
described in the resolution. 

Your assistance in this matter will be greatly appreciated. 

Very truly yours, 
JOSEPH R. OKONESKI, City Clerk. 


STATE OF MINNESOTA, 
County of Ramsey, City of St. Paul, 8s.: 

I, Joseph R. Okoneski, city clerk of the city of St. Paul, Minn., do hereby 
certify that I have compared the attached copy of council file No. 172807 as 
adopted by the city council April 21, 1955, and approved by the mayor April 
21, 1955, with the original thereof on file in my office. 

I further certify that said copy is a true and correct copy of said original and 
the whole thereof. 

Witness my hand and the seal of the city of St. Paul, Minn., this 21st day of 
April A. D. 1955. 


[SEAL] JosePH R. OKONESKI, City Clerk. 





Council File No. 172807 


Crry or Sr. Paur, OFFICE OF THE City CLERK, CoUNCIL RESOLUTION—GENERAL 
ForM 


Presented by Commissicner Severin A. Mortinson 


Resolved by the City Council of the City of St. Paul, Minn., That it hereby 
heartily approves and recommends for passage by the Honorable the Senate of 
the United States of America that certain legislation incorporated in S. 1566, 
a bill introduced by the Honorable Hubert Humphrey, of the State of Minne- 
sota, and other coauthors, namely, the Honorable Senator Kuchel, of California, 
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and the Honorable Senator Goldwater, from Arizona, which bill would provide 
for payment to State and local governments : 

First. Regular ad valorem taxes on properties owned by the Federal Gov- 
ernment but leased to private users or sold to them under conditional sales 
contracts. 

Second. Annual payments determined by each Federal property-owning agency 
on the basis of an application from the affected State or local government and in 
conformity with governmentwide standards and procedure for properties in each 
class. This would be the most common type of payment under the bill. 

Third. Transition payments on a declining basis over a 10-year period. 

Fourth. Special payments in unusual situations where a taxing jurisdiction 
can demonstrate that Federal activities are imposing a local hardship for which 
other aid is available from the Federal Government. 

Fifth. Special assessment for local improvements, substantially the same as 
for private property ; and be it further 

Resolved, That the city clerk is hereby directed to send certified copies of this 
resolution to the Honorable United States Senators from Minnesota; and be it 
further 

Resolved, That the city clerk is directed to send certified copies of this resolu- 
tion to the Members of the House delegation of the House of Representatives 
from the State of Minnesota ; and be it further 


Resolved, That the city clerk is hereby directed to send a certified copy of this 
resolution to the chairman of the Senate Committee on Government Operations. 
Councilmen : 


Yeas: Gibbons, Halvorson, Holland, Marzitelli, Mortinson, Peterson, Mr. Pres- 
ident, Dillon, 7 in favor. 

Nays: 0, against. 

Adopted by the council April 21, 1955. 

Approved April 21, 1955. 

JosepH E. DILLon, Mayor. 

Senator Humrnrey. The first witness will be Senator Barry Gold- 
water, of Arizona. 

Senator Goldwater, we are very happy to have you here. You have 
a long interest in this proposed legislation, and I am proud to be a 


cosponsor with you of one of the bills before us, 8. 1566. Do you 
want to proceed ? 


STATEMENT OF HON. BARRY GOLDWATER, A UNITED STATES 
SENATOR FROM THE STATE OF ARIZONA 


Senator Gotpwater. Thank you very much, Mr. Chairman. 
I sincerely appreciate the opportunity of being able to appear before 
the Committee on Government Operations today on this highly im- 
portant problem of payments in lieu of taxes on Federal property. 
This is definitely a problem which, if solved, might eliminate the 
need for much of the Federal-aid legislation which Congress is obliged 
to consider each session. 

Mr. Chairman, I should like to pay particular respect to you and 
your usual foresight in preparing this legislation, and also to com- 
pliment my colleague from California in joining with both of us in 
furthering this legislation. 

I can assure you, coming from a State that is practically owned by 
the Federal Government, that this kind of relief must be forthcoming 
soon. 

Mr. Chairman, being a native Arizonian and a full-fledged westerner, 
I like to try to approach such problems bluntly and directly. There- 
fore, I want to assure this distinguished committee that, although I 
am-a cosponsor of S. 1566, which is being considered here today, I 
am not married to any particular piece ot equation on payments in 
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lieu of taxes. I merely want to see this injustice remedied. Per- 
sonally, I would prefer placing all commercially used properties on 
the tax rolls for district taxation by the school district, city, county, 
State, or other governmental unit. However, it appears to be the 
opinion of experts in this field that the so-called in-lieu payments are 
a better course; so I offer my wholehearted support and assistance 
to all efforts toward bringing about such legislation. 

My office has done some research on this problem to show how it 
affects our people. In the field of school taxation alone, school dis- 
tricts in the United States claim 105.6 million acres of land under 
Public Laws 815 and 874 for assistance to federally affected areas. 
They get some payments under these laws, but the total amounts only 
to an average of 2.9 mills an acre, compared to an average annual tax 
of 15.6 for privately owned land. If this Federal land were taxed at 
the average annual rate, it would yield nearly $350 million to the 
schools of America—Mr. Chairman, I am going to submit a table for 
the record that will show a different figure from this, but my staff 
has obtained this figure of $350 million just last week from the De- 
partment of Health, Education, and Welfare, and it is an up-to-date 
one. The one I will submit for the record was the latest total com- 
pilation of these taxes. 

This figure is many times more than is now being received by these 
schools through the token, but essential, payments wader Public Laws 
815 and 874. If the full figures were available, I am sure that the 
total acreage taken off the tax rolls by the Federal Siena would 
far exceed 105 million. 

In my own State of Arizona alone, the latest available figures show 
that more than 29 million acres, with an estimated taxable valuation 
of more than $518 million, which would yield nearly $10 million yearly 
in taxes, have been taken off the tax rolls by the Federal Government. 
This includes defense facilities, Indian reservations, national parks, 

reclamation projects, and Federal office buildings. The total for the 
entire United States for property taken off the tax rolls by the Federal 
Government is nearly $20 billion of taxable valuation, which would 
vield more than $300 million annually in taxes. 

Naturally, certain safeguards must be provided in any legislation 
to accomplish such a worthwhile objective as this. But the major 
objective must be kept in mind—that commercially used properties 
should not be left off the tax rolls or free from the major share of 
taxation or other payments while privately owned properties are taxed 
to the limit. 

You are all familiar with the report by the Commission on Inter- 
governmental Relations and the Study Committee report on Payments 
in Lieu of Taxes and Shared Revenues. Therefore, I will not go into 
detail on these, except to say I agree fully with the Commission’s 
recommendation that the— 


National Government inaugurate a system of payments in lieu of property taxes 
to State and local governments. 


Many letters come to my office each year, Mr, Chairman, saying in 
effect that if Federal lands or commercial properties operating on tax- 
free Federal lands would pay taxes or lieu amounts, school districts 
and local tax problems would be greatly eased. 
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That is a very true sample, Mr. Chairman, as I am sure you well 
know. And I should bear a straightforward message to all of us in 
the Congress of the United States to come up with an equitable solu- 
tion to this problem so that the people of this great Nation can con- 
tinue to progress without having to seek Federal aid and permission 
from Washington every time they want to make a move. We have 
a chance to solve many problems with one piece of legislation, so I 
hope this committee will give this matter its fullest consideration with 
the object of approving during this Congress a measure of the type 
presently before you. 

Mr. Chairman, at this point I should like to ask permission to insert 
in the record a table which is the latest available complete compilation 
showing the estimated amount of eligible Federal property claimed 
by section 3 applicants, the amount that this property would yield 
if taxable at the average local rate, the number and acreage of such 
property, its estimated taxable value, gross entitlements, and tax rates. 

Senator Humenrey. Is that under Public Laws 815 and 874? 

Senator Gotpwater. Yes, Mr. Chairman. 

I would also like to submit at this point in the record a list of 
federally owned properties in the State of Arizona that applicants 
claim under Public Laws 874 and 815. This list is complete through 
the 1954 fiscal year. 

Senator Humrnrey. They will be incorporated at this point in the 
record. 

(The documents referred to are as follows:) 
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3 appli- 


cants would yield if tarable at average local rate, number and acreage of such 
properties, estimated tavable value, gross entitlements, and tax rates 


State 


(1) 


Alabama 
Alaska- sii 
Arizona -. 
Arkansas 
California 
Colorado i 
Connecticut __.. 
Delaware - 
Florida -. 
Georgia - - 
Hawaii 

Idaho - 

Dlinois_ 

Indiana - - 

Iowa. 

Kansas. _. 
Kentucky 
Louisiana -- 
Maine. - -.. 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri. 
Montana 
Nebraske. - - 
Nevada. - 

New Hampshire 


New Jersey 
New Mexico. .. 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania - - 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas _- 

Utah 

Vermont. 
Virginia_- 
Washington 
West Virginia__ 
Wisconsin 

W yoming 


WOES +k cael 


Eligible Federal 
properties claimed 
by applicant school 





districts 
Numb 
Number | ,; ‘ 
of prop- ene of 
erties 7 ; 
@) | (3) 
45} 551, 957 | 
31 | 742, 383 
41 | 11, 126, 299 
26 1, 667, 179 


327 9, 266, 915 


46 1, 845, 989 
37 2, 237 

1 417 
54 621, 293 
47 681, 118 
35 51, 556 
25 4, 760, 817 
24 65, 892 
23 199, 902 

4 19, 780 
28 128, 096 
29 456, 958 
15 713, 614 
31 19, 130 
78 113, 982 
24 43, 518 
35 48, 854 

6 593, 537 
16 12, 998 
30 588, 661 
17 | 3, 280, 432 
29 140, 371 
15 4, 173, 652 

f 3, 189 
40 73, 388 
17 3, 135, 148 
69 149, 263 
20 261, 398 
10 347, 886 
61 56, 944 
35 310, 440 
27 2, 996, 561 
72 58, 129 
12 5, 822 
31 230, 363 
19 368, 542 
28 141, 985 


133 | 2,578, 157 
22 | 2,327,494 


6 12, 729 
97 314, 245 
140 | 4, 940, 331 
3 | 821 
5 68, 028 


22 1, 957, 263 


Estimated tax- 
able value of 
Federal prop- 
erty based on 
local rates of 

assessment 








198, 6 
126, 


4, 


332, 215, 590 
145, 956, 281 
435, 005, 
130, 261, 
29, 249, 680 
395, 596, 248 
370, 
447, 964, 
323, 391, 
122, 273, 804 

1, 227, 261, 
59, 607, 633 
792, 680, 400 

, 699, 1% 
314, 
9, 776, 320 

, 268, 092, 299 
, 299, 240, 468 
39, 100, 000 
142, 146, 000 
31, 194, 044 


Gross en- 


titlkements 


; St 


I 


to 


under 
ibsees. 3 (a) 
and 3 (b), 
Public 
saw 874, for 
1953 





, 640, 989. 29 
, 380, 205. 88 
, 164, 078. 97 


988, 721. 08 
, 021, 670. 92 
958, 170. 56 
269, 750. 91 
, 269, 858. 42 
684, 121. 28 
193, 175. 33 
2, 609. 47 
905, 388. 78 
165, 343. 41 
345, 640. 73 

, 283, 596. 68 
591, 639. 68 
558, 498. 31 
66, 490. 42 
330, 881. 27 
, 588. 00 
205, 050. 20 
610, 635. 87 
7, 520. 31 
31, 434. 93 


' (305, 600. 13) 


na 


fer 


:03, 781. 66 

299, 312. 34 

785, 197. 91 

216, 385. 68 

, 118. 22 | 
, 809, 285. 79 | 
, 780, 219 
363, 290. 74 
, 115. 52 
7, 901. 00 
7, 293. 48 
3, 273. 01 
, 254. 78 
39, 985. 40 
567, 719. 56 
, 558. 82 
9, 523. 15 
76, 293. 12 
, 841. 33 
, 888. 98 
3, 042. 54 





62, 255, 663 | 19, 727, 645,480 (49, 451, 253. 14 
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| Represents entitlements paid New Hampshire claimants under Public Law 11 (83d Cong.) for children 


living in New Hampshire but connected with property in Maine. 
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Information regarding federally owned property in the State of Arizona located 
in or near school districts that are applicants under Public Law 874 and 815 
during the 1954 fiscal year 


Estimated 
taxable value 


Name of property Location Number of 
acres 


All American Canal, Gila project-_- 
Apache National Forest 

Avondale Circle No. 2038, No. 2355, 
Border patrol station 

Camp Verde Indian Reservation 
Yasa Grande National Monument 
‘atalina Federal Prison Camp. 
Xoconino National Forest. __. 


PHA 


Xolorado River Indian Reservation 
Yonsolidated Dwellings, No. 2027, PHA-. 
Yoronado National Forest 
Courthouse 
Customhouse. 
Davis Dam project 
Davis-Monthan Air Force Base 
Davis-Monthan Air Force Base 
Housing, No. 123-80000-80007. 
Davis-Monthan Dwellings, No. 2025.- 
Fort Apache Indian Reservation --_.____- 
Fort Huachuca 
Gila project (Wellton-Mohawk division) -_ 
Gila River Indian Reservation 
Grand Canyon National Park 
Grand Central Electronics Bldg 
Hopi Indian Reservation 
Hualapai Indian Reservation - 
Hughes Aircraft Co. plant 
Indian Hospital 
Indian irrigation service 
Indian school and hospital --- ‘ 
Ingalls Victory Homes, No. 2338_- 
Katherine Wash Ranger Station 
Luke Air Force Base- 
Mesa Vista Homes, No. 
PHA. 
Mesa Vista Homes Annex 2-D-1 
One Forty West Monroe Bldg 
Navaho Indian Reservation 
Navaho Homes, Inc., No. 123-80006, 
Navaho Ordnance Depot 
Naval Air Facility 
Naval and Marine Corps training center 
Neighbors Village, 1-D-1, 1-D-2 
Padre Garces Homes 
Papago Indian Reservation 
Parker Dam power project 
Petrified Forest National Monu 
Pina Indian Reservation. 
Pinel District Ranger Station 
Post office 
Post office 
Post office 
Reclanation substation 
Recla’nation houses 
Reclamation substation 
Rincon Vista__- 
Salt River Valley project 
San Xavier Indian Reservation. 
Sitgreaves National Forest 
Sky Harbor Airport 
Tonto National Forest 
Veterans’ Ad-ninistration hospital - 
Veterans’ Ad-ninistration center __ 
Veterans’ Administration hospital _- 
Wenden ™angan¢se purchasing depot. _...- 
Whipple Barracks _. ath aiins ie 
Willianns Air Force Base 
Willis ms am Force Base 
80001, , 4,5 
Yuma C aes Airport 
Yuma Test Station 


Sn cs edearsence a 


Wherry 


2063, No. 


FHA_. 


and courthouse 


housing, No. 


1 Taxable value unknown. 
2 Number of acres unknown, 


Yuma . 19, 300 
Springerville _- 677, 823 
Avondale - - - (2) 
Tucson. ; r (4) 


Camp Verde ‘ 476 | 


Coolidge_- « 473 
Tucson 20 
Coconino and Yavapai C oun- 
ties. 
Parker 
Tucson 
Pima and Pinal Counties 
Phoenix 
Yuma 
Bullhead City 
Tucson. 
a. 


-do__ 
White River 
Fort Huachuca. 
Wellton 
Sacaton ‘ 
Grand Canyon 
Tucson 
Mesa 
Yavapai County 
Tucson 

-do_. 
Coolidge - 
Phoenix 
Yuna 
Katherine 
Phoenix__- 
Yuma 


.do_. 
Phoenix__- 
Window Rock 
Flagstaff __ 

_do 
Phoenix 
Tucson 
Yuma 

.do_. 
Pima County- 
Mesa . 
Holbrook 
Chandler_ 
Globe. 
Phoenix 
Tucson- 
Yuma : 
Coolidge - - 


| Yuna 


Tucson. 

.do_. 
Phoenix 
Tucson. . 
Holbrook . .. : 808, 237 
Phoenix ___ eed (?) 
Mesa, Maricopa Counties. 2, 410, 


_.| Phoenix. RY a a PO 
| Peeweote......... es | (?) 


Tucson. iia | (2) 


| Wenden. 
| Prescott- 
; Chandler- 


2, 114, 
nei nae @) 


Yuma iotoas (2) 


29, 231, 135 | 


906, 064 | 


(1) 
$10, 272, 522 
133, 392 
10, 000 


230, 060 
12, 813, 290 


35, 000, 000 
107, 855 
220, 000 
500, 000 

10, 050 

24, 825, 000 

20, 000, 000 

5, 001, 770 


46, 415 

11, 654, 104 
10, 000, 000 
575, 000 

2, 526, 000 
650, 000 
100, 000 

5, 000, 000 
837, 305 

2, 952, 205 
1, 024, 000 
11, 770 

2, 200, 000 
27, 573 

50, 500 

12, 946, 000 
108, 084 


(*) 
73, 575 
75, 690, 188 

() 
10, 536, 000 
15, 035, 000 
14, 387 

(") 
15, 322 
1, 750, 000 
2, 545, 580 

(?) 
1, 175, 000 
5, 000 
500, 000 
200, 000 
167, 521 
2, 509, 750 
83, 125 
10, 000, 000 
800, 000 
200, 000, 000 
205, 464 
5, 657, 659 
2, 000, 000 
1, 071, 800 
2, 040, 000 
500, 000 
2, 000, 000 
187, 000 

(1) 


13, 386, 394 
1, 102, 500 


4, 000, 000 
5, 000, 000 


518, 317, 047 
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Senator Gotpwater. Mr. Chairman, while I know it is impossible 
to show diagrams and photographs in testimony, I should like to take 
just a few seconds of this committee’s time to outline what I think 
to be the most drastic example of this Federal impact that we have 
in the United States. Certainly it is far and away the worst one we 
have in Arizona. 

South of Tucson—and the Senator is familiar with that very fine 
city ——- 

Senator Humpnrey. Yes, indeed. 

Senator Gotpwarrr. We have a school ar called the Sunny- 
side School District. Now before the war came, along with the 
enlargement of the Tucson Municipal Airport, they were doing pretty 
well down there. It is a school district that has a very smi all popu- 
lation, but a large amount of undeveloped desert Jand. 

W ell, the airport was enlarged, but it became an airport authority. 
So it became nontaxable. And then Grand Central Aircraft Co. from 
Glendale, Calif., came in at the outbreak of the Korean war to modify 
the B-29’s that ‘were in cocoons over at Davis Dam, a short distance 
away. This project amounted to some $16 million and employed at 
one time 5,000 people. 

Now the Senator can imagine what would happen to a school dis- 
trict that was very peacefully getting along with the small number 
of people, with a very poor but large area to tax, when 5,000 people 
are brought into it along with the attendant children. 

The school then applied for Federal aid and got Federal aid, but 
not in a sufficient amount. They were, however, doing pretty well 
under that even with the impact of Grand Central. And then came 
Howard Hughes Co. from California. 

Howard Hughes located adjacent to the airport and acquired five 
sections of land. Most of this land was immediately given or taken 
over, I can’t find out which, by the Air Force, so that was removed 
from the tax rolls of this school district. 

So at the present time we have a school district south of Tucson 
with a heavily impacted population due to the coming in of not only 
Grand Central but later Douglas Aircraft and Howard Hughes, and 
there is no more available land to tax. In fact, there is less available 
land to tax than there was before the war. 

Much of the Hughes property goes tax free. They do pay some 
taxes, but certainly nothing that contributes substantially to the prob- 
lems of this school district. 

I want to leave with the chairman a map of this school district just 
for his own perusal, because I realize these cannot be printed in the 
record, but I can see, and my assistant will point out, the school. You 
will see how few homes and houses and properties there are to tax, 
and yet the Federal Government keeps coming in, coming in, coming 
in, and they will expand their operaions and the school district has 
already exhausted available Federal funds for assistance. And we, if 


we base it on this one school alone, urge the favorable action by this 
committee on some legislation that will correct this. 

I could recount at great length the problems that we run into in 
the national parks alt hicihiniatita' in my State, and we have more of 
I could recite at great length 


them than any other State in the Union. 
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the problems involved in Indian reservations, and we have more of 
them than any other State in the Union. 

But I don’t want to detain the committee. I want to thank the 
committee through its chairman for affording me the opportunity of 
appearing here this mor ning and explaining, in very short essence, the 
problems | that my State of Arizona finds wrapped up in the general 
problem the legislation being considered is designed to correct. 

Senator Humpurey. We want to thank you, Senator. I am some- 
what familiar with some of these problems through Public Law 815 
in the 81st Congress. I sponsored that legislation, and through the 
cooperation of the late Senator Taft, we were able to obtain favor- 
able action by the Congress. It provided some token—and I repeat 
the word “token”—assistance to these impacted areas; an area like 
yours would have been inundated with impossible problems with- 
out that kind of help. Public Law 874, 81st Congress, was enacted as 
a complementing measure. 

One of these statutes provided for school construction money and 
the other for school operation. But we found out after, I think, the 
Department of Health, Education, and Welfare made a survey, that 
the amount of assistance provided was totally inadequate, even under 
the formula we had provided, to meet the requirements of the areas 
that were heavily populated for school purposes. 

Senator Cotton, do you have any questions you would like to ask? 

Senator Corron. I should like to ask the Senator a couple of ques- 
tions, and please do not interpret these questions as indicating any 
hostility to your bill. The interests of justice require it. 

Does the State of Arizona have a State income tax? 

Senator Gotpwater. Yes, we do. Four percent. 

Senator Corron. Would you in your own mind, Senator, draw =: 
line of distinction between the type of Federal installations, Federa 
lands that tie up areas of land without much productivity, wiiheet 
much employment, such as your Indian reservations and other western 
situations, and the type of a Federal installation that, while it in- 
creases greatly the problems and expenses of cities and school dis- 
tricts, does bring in a lot of business, a large amount of personnel who 
buy shirts and milk and food and pay income taxes, and is an element 
of benefit / 

I have in mind an instance in my own locality where a city, through 
its chamber of commerce, just came down to Washington and moved 
heaven and earth to get a Federal installation. After they got it, 
then they started moving heaven and earth because we had imposed 
upon them the necessity to contribute to the school facilities. Would 
you care to comment on that / 

Senator Gotpwarer. Yes, I think you have raised a very good point 
on that, Senator. 

I think as the committee studies this, they are going to find out they 
cannot include the entire Federal structure. I certainly do not see 
any possible way we can tax the Federal Government or expect lieu 
payments on Indian lands. 

Under Public Law 874, 81st Congress, we can now get money to 
help schools that border where the Indian reservation causes impac- 
tion in white schools; we can get money for that. I do not think that 
we can, in every instance in a national park, justify either taxing or 
lieu payments. 
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Now, they do it in Yellowstone National Park, which is a very 
solated park. The Department of Interior includes each year in 
its budget moneys to help pay for the school up there. 

In the Grand C anyon, which is a very isolated park, although it is a 
part of the school district, the high school is 65 miles away. We are 
now beginning to get enough children to form a high school. We 
had 4 students 2 years ago, then 12, and this year 18. We foresee a 
high school of 100 students there in the next 10 years. 

However, we only have the Santa Fe Railroad, one photogr apher, 
und one Indian store to tax. They produce about $19,000 a year in 
taxes. 

Now, we should in that case, I think, expect some help from the 
Department of the Interior. 

Down by some of the national monuments where there are no schools 
within literally hundreds of miles, there is no problem. I think you 
will probably find that you can’t tax those. 

But to get to the meat of what you were talking about, the main 
‘ause of the problem that I was just discussing is the fact that we have 
two commercially operated institutions operating on Federal land 
that is tax free. 

Now, you say that they are taxable. Well, under our laws they are 
not taxable. 

For instance, if we could have collected a 2-percent sales tax on the 
$16 million the Grand Central performed there, we would have a 
little different picture. And we can’t tax a California corporation 
doing business in Arizona for sales that are accomplished in Arizona, 
especially when they are operating under a Federal contract. 

So while it is true that these corporations do bring great amounts 
of money into the State of Arizona, and that our State out of its 
income taxes pays an average daily attendance amount to school dis- 
tricts, it is not sufficient. 

Another thing that happens in this particular case, and I imagine 
you will find it happening in many cases, when a city entices a busi- 
ness to come there, the business is placed in an industrial area, and 
that. industrial area usually is, to begin with, a very poor school dis- 
trict. They don’t have much to tax, because people have not built 
homes there and they have not gone into business there. 

The money is spent in the commercial part of the town where the 
stores are, and the profits and income from that go to the employees 
and the employers who live in a different part of the town than in the 
area where the business, causing the impaction, is located. 

Now, I think in that case that there certainly should be included 
<ums for either a payment of direct taxes to this district or, better yet, 
I would require the company to pay those taxes. 

Now, I am not harping on Howard Hughes, because we are very 
proud of him and we are very happy, too, that he is in Arizona. But 
suppose that he had to pay school district taxes and other taxes in 
Tucson. I think it would be perfectly fair for the price that the Fed- 
eral Government pays Howard Hughes for his equipment, to include 
those taxes, so that his ability to make a profit and pay the type of 
wages that he pays would not be impaired. 

Senator Corron. That answers my question. 

Would you draw any distinction between the situation where you 
have a private industry operating on Government land and an instal- 
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lation which is strictly a Federal Government operation, like a ship- 
yard, where the Government itself is furnishing employment, is 
engaged in the activity ? 

Senator Gotpwarer. In that case if there was any distinction, it 
would be a mighty fine one. 

No. 1, I don’t hi appen to believe that the Federal Government should 
be in private business. But there are cases where the Federal Gov- 

ernment has to be, such as, I feel, the Ropewalk in Boston. Some 
shipyard activities and some Air Force activities are located where 
private industry could do the same thing, and I think, in that case 
the Federal Government should pay in-lieu taxes. I don’t know how 
you can directly tax the United States Government. 

Senator Humpurey. Senator Ervin. 

Senator Ervin. No questions. 

Senator Humpnrey. Senator Goldwater, we are very grateful to 
you. I believe everyone realizes this is a very complicated problem. 
Tt is going to take a lot of cooperation from every group that is 
interested. 

I think everybody wants a solution to it, and I believe we have 
arrived at that point now where we have broken the i ice, so to speak, 
and are trying to navigate a course that will result in an equitable 
settlement of what is presently a great inequity in the economy. In 
your State it is critical. 

We have very few installations in my part of the country, but even 
there we have some very serious problems where there is a heavy 
Federal impact, and where large areas of taxable property have been 
purchased. 

We have, for example, an ordnance plant that was established dur- 
ing World War I, which never really got into production. The Gov- 
ernment bought up some of the finest land that we have south of 
Minneapolis. All of that has been held out of taxable resources. 

And yet it surrounds a community where the land is privately held, 
and the impact on that area, because of the taking away of taxable 
property, has been an exceedingly heavy one. 

It has caused the tax rate upon the private business establishments 
in that small city, and the homes, in the community that I am think- 
ing about, to go up considerably and disporportionately. They have 
had to pay disproportionately, compared to their neighboring town, 
because of the fact that they lost some of their tax base. 

You have that problem in Arizona, and they have it all over the 
United States. 

Senator Gotpwater. Just before I leave, and in keeping with what 
you have just said, while I reported only the 29 million acres that is 
claimed under Public Law 815, I would like to call the attention of 
this committee to this fact: that the Federal Government owns nearly 
75 percent of my State. That means that 25 percent of the land has 
to produce taxes. 

Now, we were in good shape when we were a small State. When I 

was born in that State, there were less than 250,000 people living 
there. We have over a million people living in that State today. 

We could take care of a population density of 2 to a mile or 1.5 toa 
mile, but we are now up to nearly 10 to a mile, and we can still only 
tax 25 percent of our lands. Mr. Chairman, that is a tough job. We 
shall be grateful to you for anything you can do. 
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Senator Humpurey. We know we will have your cooperation and 
your expert knowledge that comes from good practical experience. 
Thank you. 

Senator Gotpwatrr. Thank you, Mr. Chairman. 

Senator Humpurey. Senator Kuchel, we will hear from you next, 
and then we have Senator Potter here. I am very happy to have 
Senator Kuchel before our committee, may I say to my colleagues. 

I want the record to note that Senator Kuchel has been insistent 
that we proceed forthwith with a discussion of in-lieu tax payments to 
local government on real estate owned by Federal agencies. 

It has been my happy privilege to be associated with him in this 
endeavor. We have talked about it repeatedly, and, Senator, I think 
you are the catalytic agent that really got this hearing off, so I want 
to welcome you and permit you to proceed in your own way. 


STATEMENT OF HON. THOMAS H. KUCHEL, A UNITED STATES 
SENATOR FROM THE STATE OF CALIFORNIA 


Senator Kucneu. I wish to thank the chairman of the committee 
very much for his generous comment. This whole problem is one that 
has interested me over a long period of years, as I know it has the 
chairman. 

And by way of introduction, I will recall that during the 83d 
Congress when I was associated with the presentation of the so-called 
lease-purchase legislation, I had many conversations with the distin- 
guished Senator from Minnesota respecting the potential hazard to 
local government which was involved in that legislation. 

I think it is true that he and I at that time agreed that by reason 
of the fact that the lease-purchase legislation was designed to keep 
available for local ad valorem tax purposes the public construction 
contemplated under it for a minimum of 10 years and a maximum of 
25 years, that we would have time, if we took advantage of it, in the 
84th Congress to provide some general legislation on the : subject of this 
lieu taxation. 

And I am most honored to be a coauthor with the Senator from 
Minnesota, my friend Hubert Humphrey, and the Senator from Ari- 
zona, My friend Barry Goldwater, in presenting to this committee one 
of the pieces of legislation before it. 

The hearing today, Mr. Chairman, is an opportunity I have long 
sought to emphasize the need for action by Congress on a problem 
that threatens to undermine local government and break the back of 
taxpayers in many portions of our Nation. 

I greatly. appreciate this chance to urge approval by the Govern- 
ment Operations Committee of legislation by which the Federal Gov- 
ernment will ameliorate the financial distress of many counties, com- 
munities, and special districts all over the country. 

I am here to recommend a favorable report on some measure that 
will provide for Federal payments compensating local governments 
for taxes lost through removal of property from the assessment rolls 
because of an immunity which I am sure is far broader than the 
framers of our Constitution ever envisioned. 

The trend in Federal real property ownership—which brings with 
it a historic and often inequitable exemption from local taxation—has 
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reached the point where Uncle Sam is far and away the biggest land- 
lord on the North American Continent. As such, Uncle Sam enjoys 
unusual privileges. As a result, many communities in which he owns 
property have come to wonder whether it is a benefit or a disadvantage 
to be the home of some regional or district or area office of a Federal 
department or bureau, as they see more and more chunks of revenue- 
producing real property taken by Federal activities. 

For decades and even for generations, communities throughout this 
country felt honored to be chosen as the location for headquarters ot 
Federal activities. The local people believed that payrolls of Federal 
agencies would transfuse financial plasma into the economic blood- 
stream. The honor of being the center of a Federal Government pro- 
gram or function boosted civic pride. 

The condition now has developed where the presence of the Federal 
Government often is a headache instead of a benefit. Neither the tangi- 
ble nor intangible compensations from being the home of a Federal 
agency are sufficient from the viewpoint of many taxpayers. 

I was happy to join with you, Mr. Chairman, in sponsoring S. 1566 
because I feel very strongly that the time long ago arrived w hen the 
Federal Government must make real and specific contributions to our 
local governments. Until this or some other similar legislation is 
enacted, the Federal Government is undermining the financial foun- 
dations of States, counties, cities, school districts, and other bodies 
dependent upon revenues in the form of taxes on physical property. 

This bill recognizes that our Federal Government cannot continue 

taking control of more and more land which, if privately owned, would 

yield substantial sums for the support of schools, building of roads, 
and provision of all kinds of matic service, such as fire and police 
protection, hospitals, welfare, libraries, and sanitation. 

My concern about Federal ownership of land and buildings within 
the States first was aroused when I became controller of C ‘alifornia, 
At that time, the amount of property in our State in the possession 
of the National Government was so large that State and local officials 
were alarmed about the inability to meet mounting costs of State and 
local government. 

The condition which confronts California is not unique. <Accord- 
ing to the recent inventory by the General Services Administration, the 
United States owns buildings throughout the Nation with a cost v alue 
of $14,400 million. This is ; not, of course, a true index of the taxable 
worth of such property because the worth in numerous instances has 
increased with the passage of time. However, using a conservative 
figure of $5 per $1,000 this means that Uncle Sam, if he were an owner 
subject to taxation, would pay $72 million annually toward the up- 
keep of the communities in which he has an ownership interest. 

Our bill would not make every square foot of federally owned land 
subject to taxation. Nor ean’ it mean that every Federal building 
would be listed by tax assessors. It carefully exempts the public- 
domain lands such as parks, forests, grazing areas, and bombing 
ranges. It would not affect structures that are intended to render 
service primarily to the residents of the area, “ as post offices and 
customhouses. Furthermore, it would not appl e either land or im- 
provements owned before a cutoff date to be “te Congress. 

The bill would, however, take a long step las a fair relationship 
between the Federal and local governments. It provides several 
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different types of compensation or cost-sharing and acknowledges the 
obligation which Uncle Sam must assume if he is not to become a 
specially privileged land baron. 

To demonstrate the need for a law accepting the obligation of the 
Federal Government, I should like to discuss several aspects of Federa! 
property ownership in California. 

The State board of equalization of my State has supplied me with 
figures, which I feel are extremely conservative and somewhat dated, 
that show the 58 counties of California would be entitled to receive 
every year $2,695,145 if Uncle Sam paid $5 per $1,000 on the 1952 
assessed value of only the land acquired and improvements made since 
1938. I want to emphasize that this inventory does not include public- 
domain land or buildings erected more than 17 years ago. If Cali- 
fornia could assess all Federal land in the State—which amounts to 
16.2 percent of our entire area—I repeat that, Mr. Chairman, of all the 
land in California, the second largest State in the Union, but geo- 
graphically and populatively 46.2 percent of our entire area—it would 
collect $26,950,000 on this modest basis. 

The GSA inv entory was eye opening to me, and, I believe, should 

cause every Member of Congress to give serious thought to what will 

happen if the Federal Government continues to ignore its obligation 
to either pay taxes or make some other kind of payment to local 
governments. 

I knew that Uncle Sam held a lot of property in California, but not 
until I saw the GSA report did I realize that the estimated original 
cost of the Federal buildings in our State was $1,503,000,000 and that 
structures, which includes bridges, railroads, powerlines, and roads, 
represent a cost of $1,340,000,000. The total of these two items is 
$2,843,000,000. Ata tax rate of $5 per $1,000, the revenues from these 
properties would be $14,215,000. 

Senator Humpnrey. Senator, may I interrupt to ask you whether 
the tax rate you are using as an ext ample, $5 per $1,000, would be a 
conservative estimate ? 

Senator Kucuer. Yes; it would, Mr. Chairman. I think that that is 
a conservative figure based upon the tax rate, generally, in the State of 
California. 

Of course, there is no valid reason to require the Federal Govern- 
ment to pay taxes or other compensation on all of these properties. 
Nevertheless, this inventory indicates that the Federal Government 
enjoys a tremendous tax ex emption, adds heavily to the local property 
owner’s burdens, and ought to accept a reasonable share of local gov- 
ernment costs, particularly where it partakes of local government 
benefits. , 

The situation in California was serious enough for the State senate 
to order an investigation of Federal holdings as ‘far back as 1949. Ina 
report filed in 1951, the senate interim committee on public lands 
voiced fear about the expansion of Federal ownership. It said that 
in a period of 13 years, Federal holdings of land in our State jumped 
6,500,000 acres—from 39, 316,908 acres in 1937 to 45,900,157 acres in 
1949-—and pointed out this was an increase of 6.5 percent in that 
relatively short period. 

The State senate committee acknowledged the Federal Government, 
from time to time, has recognized the revenue loss suffered by local 
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governments, and it has provided limited contributions such as shares 

of receipts from sales of timber, from grazing permits, and duck hunt- 

ing stamps, and made in-lieu payments on certain housing projects. 
However, the California committee pointed to various discrepancies, 
such as the tax exemption for officers’ quarters and other residences on 
military posts and naval stations. 

An outstanding instance of hardship in our State is San Diego 
County. As the site of the largest naval base on the west coast, San 
Diego County, at the time of the State senate committee survey, had 
36.37 percent of its area owned by Uncle Sam. The total estimated 
assessed value of that property was $105,870,000. The Navy installa- 
tions in general were high-value lands in urban centers, the report com- 
mented. Since that survey, Navy and Air Force holdings have ex- 
panded. The worth 5 years ago of Army, Navy, and Air Force instal- 
lations was given as $95,526 041, which at the tax rate then applicable 
would have yielded $5,913,063. This is no trifling sum for a county so 
heavily settled and with such pressing obligations to its residents. 

Senator Humpnrey. Senator, do you mind if I interrupt on a point 
of information, so that the record may be as complete as we can make it ? 

Is there any payment at all in lieu of taxes made in San Diego on 
this property ¢ 

Senator Kucne.. Yes. Not only in the housing legislation, but my 
recollection is that under the appropriation which we made in the 83d 
Congress with respect to impacted school district legislation, in which 
you were interested, that there are some districts in San Diego County 
which have benefited from that appropriation. 

Senator Humpnrey. But that is all? The Navy Department, as 
such, doesn’t make any payment? 

Senator Kucnex.. That’s correct. And later on, Mr. Chairman, 
in answer to the question which the Senator from New Hampshire 
raised, I do want to make a comment on one peculiar instance which 
has, as an example, the situation in San Diego County. 

The impact of Federal ownership was demonstrated by the State 
senate committee in many particulars. I should like to cite a few of 
the committee’s more impressive examples. Fourteen counties were 
more than half federally owned. They were by no means entirely 
rural, forested, or desert, in character, for the committee found Uncle 
Sam has title to 73.34 percent of San Bernardino, 63.20 of Imperial, 
51.87 of Riverside, and 50.01 of Tulare. Even in Los Angeles County, 
which I am sure the committee appreciates is one of the fastest-grow- 
ing metropolitan centers in our Nation, the Federal Government 
owned over 713,000 acres, which represented 27.37 percent of the Los 
Angeles County area. 

There is a common misconception that the overwhelming propor- 
tion of Federal holdings in California are public domain, forest, park, 
and desert lands, most of which would not be eligible for any financial 
relief under our S. 1566. While it is true that the Interior Depart- 
ment alone accounts for just about half of the total Federal property, 
the committee found the military services accounted for 2,413,936 
acres of the then total of 45,900,157 belonging to the National 
Government. 

The effect of immense Federal holdings, which in numerous cases 
in California means saddling the load of financing local government 
on owners of a fraction of an entire county, was s aieon strikingly by 
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the State senate survey. Humboldt County, a relatively lightly 
populated section on the seacoast in the extreme northwest corner 
of California, contained 3,573 square miles and 20 percent was fed- 
erally owned. Placer County, another thinly settled portion with 
1,431 square miles is 30 percent occupied by Uncle Sam. Fresno 
County, 1 of our most vital agricultural areas, has 38.6 percent 
of its 5,985 square miles unavailable for taxation because of Federal 
ownership, a matter involving over $580,000 at the then applicable 
tax rate. 

I also have here a table compiled for me by the State board ¢ 
equalization throwing more light on our tax-exemption problem in 

California. Using valuations as of 1952 and applying only to build- 
ings and improvements acquired or erected by Uncle Sam since 1938, 
this tabulation, which I desire to submit for the record, shows the 
estimated value of land and post-1938 improvements in Federal 
ownership ranges from $29,840 in Sutter County to $94,586,990 in 
Los Angeles, $68, 675,420 in San Francisco, $51,948,950 in Solano and 
$51,499,033 in San Diego. My colleague, Senator Knowland, who 
likewise has indicated a long-time interest in this subject and is the 
author of legislation now pending before this committee, lives in 
Alameda County, and that county contains $7,496,975 worth of Uncle 
Sam’s property, and Federal holdings in neighboring Contra Costa 
County are conservatively valued at $28,916,241. Even in the county 
of our State capital, Sacramento, Federal real estate is estimated as 
worth a minimum of $1,430,400, 

With regard to the bill in which I am particularly interested, I wish 
to point out, Mr. Chairman, that there are limitations, conditions, and 
safeguards so that there could not be anything resembling a raid on 
the Federal Treasury. In the long run, even this bill will provide only 
partial relief to hard-pressed local governments, for it excludes as 
ineligible for any type of new pay ment four « categories of low-rent 
housing projects, public domain lands, and properties serving pri- 
marily the local public and residents of the area where such property 
is situated. In the latter categories are courthouses, post offices, 
veather stations, local irrigation and sanitation projects, airports, 
experimental farms, and laboratories. 

The bill would meet some of the extraordinary conditions that are 
largely the result of our involvement in the Korean war, World War 
II, and the cold war. There is overwhelming need to take cognizance 
of the fact that Uncle Sam owns large factories and tremendous quan- 
tities of costly machinery, to say nothing of immense warehouses, 
docks, utility systems, and other ‘structures that would be assessable 
if they belonged to private individuals, business concerns, or indus- 
trial firms. 

There seems to me to be absolutely no justification for allowing one 
manufacturer of, say, airplanes, to operate in a tax-exempt factory 
while a competitor pays his annual assessment on the structures where 
he carries on his production. Furthermore, many of these war-nec- 
essary pieces of real estate are in areas where fire and police protection, 
highways, sewers, and other local governmental functions are essen- 
tial. In substance, Uncle Sam adds greatly to the burden on cities, 
counties, water districts, and other bodies and at the same time esc apes 
largely or entirely any responsibility for helping pay the costs of 
benefits he enjoys. 














118 PAYMENTS TO STATE OR LOCAL TAXING UNITS 


For reasons I have just recited, I believe title III of the bill S. 1566 
is especially desirable. Under the provisions of that title, the Federal] 
Government would be subject to special levies for local improvements. 
This is only just, inasmuch as in instance after instance the traffic 
volume and the satellite construction trac eable directly to Federal 
activity compels building and unusual repair of roads, installation of 
water and sewer systems, and additional personnel to protect the 
properties and people employed therein. 

While I feel very strongly that such legislation as we have proposed 
in this bill is urgent and justifiable, I also want to make plain, Mr. 
Chairman, my feeling that no one should mistake the understandable 
pride any community exhibits when the Federal Government deter- 
mines it will become a neighbor. Yet, our cities, towns, and counties 
must not be punished because Federal Government requires increasing 
land and buildings to carry on its ever-mounting obligations to its 
citizens. 

The merit of in-lieu legislation has been widely acknowledged. Your 
committee, I know, is aware of the report of the President’s Commis- 
sion on Intergovernmental Relations, of which the chairman has been 
a member, which recently recommended that Congress act to lighten 
the financial burden which Uncle Sam has imposed on our people i in 
so many communities throughout the Nation. I subscribe heartily to 
the comments of this Commission when it said: 

The immunity of federally owned property from State and local ad valorem 
taxation has reduced the tax base of many communities which rely on property 
taxes as their chief source of revenue. The impact of this immunity is uneven; 
it is particularly severe in areas where the value of Federal property is a large 
part of total property values. 

The last-quoted remark of the Commission applies with particular 
force, as I have endeavored to demonstrate by the figures I have cited, 
to sections of my State of California. 

The reason why your committee has been pressed to consider the 
pending proposals for Federal in-lieu payments is clearly shown by 
the President’s Commission. That body, which included many repre- 
sentatives of local government, including a former member of the 
House who now is mayor of Los Angeles, Norris Poulson, observed : 

This problem has increased in importance with the acceleration of property 
acquisitions associated with the war and defense efforts and with diverse other 
Federal programs, including urban housing, power production, resources con- 
servation, and regional development and reclamation. 

Senator Humpurey. May I just interrupt there, Senator, to say that 
while the Commission on Intergovernmental Relations had several 
dissents on other chapters in its report, I think it should be made a 
matter of record that in the instance of the task force report on 
payments in lieu of taxes for local governments from the Federal 
Government, there was no dissent, and that there was general and 
specific approval and keen interest. 

And I would say further that this is the one area where we in this 
Commission felt that the Federal Government could exercise leader- 
ship to do something to restore financial stability and financial re- 
sources to these hard: pressed local communities. As you know, this 
problem of taxation split up between the many agencies and levels 
of government is becoming the most difficult problem in our whole 
Federal system. We studied it for months, and actually felt that the 
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beginning of any equitable solution to the tax problem between Federal, 
State, and local government was right in this area of Federal proper- 
ties and payments in lieu of taxes. 

That is why I personally feel that although we may want to comment 
concerning the encroachments of Federal activities upon local jurisdic- 
tions, the real test of what the Federal Government is going to do is in 
this area. This is where we can begin to meet the problem. 

And if we get a beginning here ‘of some equitable adjustment and 
payment, we are going to do a great deal toward affording local and 
State gover nments a real opportunity to be governments in the full 
sense of the word. 

We are constantly nipping at their ability to govern and to give 
service, because the lifeblood of their government: al structure is their 
revenue sources. 

These revenue sources are being dried up piece by piece. All this 
talk that the States should do this, and that the local governments 
should do that, and that the Federal Government seems to be taking 
over more and more, is just plain talk, until we get this revenue problem 

cleared up. It is revenue which is the economic plasma, may I say, for 
communities that are in shock right at the present time. 

Senator Kucuer. Well, the chairman is completely right on that, 
and our legislation is designed to bring that into fruition. 

Senator Humeurey. That’s correct. 

Senator Kucuen. I trust that your Committee will concur in the 
following excerpt from the report of that Commission which I wish 
to quote in concluding my own remarks : 

The Commission believes that these payments are necessary to help preserve 
financially healthy local governments. Present tax immunities of Federal prop- 
erty have weakened many local governments * * *. Equity as between Federal 
and local taxpayers requires the National Government to make appropriate 
payments, 

The bill S. 1566 is directly designed to meet that obligation and 
provide justice and equity for the smaller units of government which 
are the foundation of our whole nation. It ought to be enacted into 
law before the neighbors of the Federal Government are bowed down 
further by the load of taxes required to finance local governments. 

Mr. Chairman, as Senator Goldwater was testifying and as Senator 
Cotton asked questions which certainly are relevant to the problem be- 
fore this committee, I jotted down several points which I am going 
to offer by way of. my answer to the questions which the Senator 
asked, and by way also of my own feeling of some of the principles 
which this committee ought to agree upon as the basis for fashioning 
whatever legislation may be approved by it during the balance of the 
84th Congress. 

I think certainly one of the questions is to determine what types 
of property, generally, as the Federal Government obtains ownership 
of them, ought to be subjected, if not to local taxation at least to a 
type of in-lieu payments. 

It might well be that a basis upon which a principle could be evolved 
would be to take first into consideration the distinction between the 
Federal Government’s activities which are governmental in character 
on the one hand, or proprietary in character upon the other. 

I think that that at least could be a basis of indic: ating that the 
Federal Government, in performing services for the people, should not 
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assume burdens for every piece of property which it holds. But, on 
the other hand, it could be the beginning of fashioning some type of 
principle upon which in-lieu legislation might be based. 

Secondly, I think there is a “question of the conferring of benefits. 
Certainly on the one hand where the Federal Government, by reason 
of the needs of the people connected with the efforts of our Defense 
Department or otherwise, sees it necessary to enter into any State of 
the Union and utilize large areas of real property there, bringing with 
it, as the chairman has suggested, thousands and tens of thousands of 
new families, they and their children receive the benefits of local 
government. 

They receive all the types of welfare assistance in schools, in police 
protection, and in fire protection, and I think an excellent case, as I 
know the chairman agrees with me on this, can be made out that we 
ought to have a sound pattern of legislation equally applicable across 
the entire country with respect to the moral responsibility of the Fed- 
eral Government to assume a portion of the burden by reason of the 
benefits conferred by local government. 

There is a concomitant, I think, to that which, in good faith and in 
justice, we ought to recognize, and that is that the Federal Government 
in many of its activities confers benefit upon the local people. 

And obviously the case of the corner post office in your hometown 
or mine is an excellent example of something which I am sure no 
member of the committee would want held up as the horrible example 
in dealing with this subject generally. 

And then I think—and this is particularly true, Senator Cotton, 
with respect to the San Diego situation—I honestly believe as a lawyer 
there has been some distortion of the application of law to instances 
where contractors with the Federal Government are given an immu- 
nity by reason of an application of the law of agency. 

For example—and without going into any of the technical details—I 
do not find anything equitable where contractor A agrees with the 
Government in advance that the property which he owns in a given 
area and which he will utilize in fabricating that which the Govern- 
ment desires to buy from him, should by some tortured theory of 
agency be transferred, so far as title is concerned, to the Federal 
Government, in advance of delivery. 

I deny that that is equitable, and it seems to me that this committee 
must face that problem head on, and in consultation with the Defense 
Department, ought to determine what the guidelines will be, so that 
prime contractor A will not be treated differently in one county in 
America under the application of the laws of agency than contractor B 
will be treated in another area in our country under a different set of 
agreed contractual obligations. 

And then, finally, I think, Mr. Chairman, this committee ought to 
determine the saturation point with respect to the Federal Government 
acquiring more and more of a percentage of the taxable values in a 
specific area. 

The Senator from Arizona has suggested that his State is owned 
in greatest part by the Federal Government. It certainly is true that 
much of that land will not, and should not, be brought under an in-liew 
tax bill, such as you and I and others have introduced. 
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But it is also true that in many areas of this country the needs of 
the Federal Government in acquiring real property have placed too 
great a burden upon the remaining homeowners in the community, 
the remaining private citizens in that area, and one w ay in which this 
committee, perhaps, might arrive at a yardstick of equity, would be to 
determine ‘when in a given instance the requirements of local govern- 
ment, the values of local government, and the area which constitutes 
the ad valorem tax base of local government find Federal acquisition 
sufficient to indicate a taxable situation that requires an equitable 
decision by this committee relative to in-lieu legislation. 

I mention those to the chairman as some of the things which I 
believe, with agreement in principle, could be reached by this com- 
mittee. It might then be fairly easy to write the type of legislation 
which would obtain the approval of both the legislative and executive 
branches of our country, and not, the least, the endorsement of local 
governmental officials across our Nation. 

Mr. Chairman, I do want to file for the record the table prepared 
by the California Board of Equalization to which I have alluded, and 
also a statement by the Honorable Arthur C. Eddy, the elected assessor 
of the city and county of San Diego, Calif. 

(The documents referred to follow :) 
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County property ee property. | values eral rd ae 
ownership | , Property Total | acquired | as of 1949 
prior to soqeearnan since 1938 ? | 
1938 1 since 1938 ? 
BEERS ctntianna. $2, 200,000 | $4,213,900 | $6,413,900 | $1,083,075 | $7, 496,975 10, 957 
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Los Angeles 27, 650, 000 10, 686, 490 38, 336, 490 56, 250, 500 94, 586, 990 844, 869 i 
Madera... 2, 100, 000 |... 2, 100, 000 | isan 2 see 2, 100, 000 504, 209 
Marin 460, 000 253, 610 713, 610 ‘ 713, 610 5, 395 
Mariposa -_--- 3, 500, 000 46,210 | 3, 546, 210 3, 546, 210 448, 985 
Mendocino - - 800, 000 5, 000 805, 000 7 805, 000 324, 981 ' 
Merced 6, 000 290, 540 296, 540 2, 100 298, 640 13, 796 j 
Modoc. ___. 6, 700, 000 286, 155 6, 986, 155 |...-.-..- ee 6, 986, 155 1, 782, 155 
Mono 3, 600, 000 61, 630 3, 661, 630 _.| 8,661, 630 1, 555, 770 
Monterey 2, 000, 000 2, 405, 100 4, 405, 100 550, 950 4, 956, 050 690, 333 ; 
Napa 120, 000 66, 100 186, 100 653, 300 | 839, 400 57, 413 ’ 
Nevada 470, 000 212, 390 682, 390 | 45, 000 727, 390 255, 518 ; 
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Plumas 5, 000, 000 80, 600 5, 080, 600 bd etki» dnl |  §, 080, 600 1, 142, 892 
Riverside 3, 100, 000 719, 500 3, 819, 500 770,000 | 4, 589, 500 2, 443, 228 
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San Francisco - 26, 500, 000 20, 073, 070 46, 573, 070 22, 102, 350 68, 675, 420 3, 639 
San Joaquin 130, 000 894, 450 1,024,450 | 39,275,000 | 40, 299, 450 4,772 
San Luis Obispo 800, 000 390, 440 1, 190, 440 18,500 | 1, 208, 940 338, 303 
San Mateo ae 75, 000 718, 900 793, 900 1, 613, 926 2, 407, 826 1,019 
Santa Barbara-.-.---.- 2, 500, 000 1, 052, 400 3, 552, 400 | 196, 100 3, 748, 500 765, 999 
Santa Clara 2 2, 400, 000 17,.340 2, 417, 340 | a taeaiele 2, 417, 340 23, 481 
Santa Cruz.._.. 80, 000 930 | 80, 930 | 5, 550 86, 480 | 71 3 
Shasta. - 4, 000, 000 713, 995 4, 713, 995 aie 4, 713, 995 1, 061, 146 
Sierra __ i 1, 100, 000 ae 1, 100, 000 1, 100, 000 377,720 
Siskiyon...--...-- 15, 900, 000 412,195 | 16,312,195 | ss tamclenmndin 16, 312, 195 2, 527, 323 
Oe 900, 000 998,950 | 1,898,950 | 50,050,000 | 51,948, 950 12, 445 
Sonoma... _-_- ; 65, 000 116, 690 | 181, 690 Spica deed 181, 680 24, 712 4 
Stanislaus. --- 50, 000 188, 700 238,700 | 1, 346, 160 1, 584, 860 22, 248 } 2 
Sutter _-- 29, 840 | 29, 840 |. beatae 29, 840 1,279 2 
Tehama. -....---- 1, 700, 000 108, 935 FA SS ear 1, 808, 935 428, 691 z 
NR Like Sn too conte 6, 000, 000 12,935 | 6,012, 935 | 270 6, 013, 205 1, 449, 380 ' 4 
NR feiss caesar 7,000, 000 740,000 | 7,740,000 |-............| 7, 740, 000 1, 550, 758 | } 
Tuolumne - 6, 100, 000 234,875 | 6,334, 875 | 3,700 | 6,338,575 1, 092, 425 a. 
Ventura... -......-- 1, 400, 000 | 455,980 | 1,855,980 | 34, 688 1, 890, 668 575, 949 ts 
eae 80,000 | 25, 050 105, 050 |....--..-...- 105, 050 33, 793 ; 4 
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2 Estimated 1952 assessed values. 






STATEMENT or ARTHUR C. Eppy, Assessor, CIry AND COUNTY OF SAN DrieGo, CALIF. 


Senator Humphrey and members of the committee, we in local Government 
appreciate your hearing from us at this busy time of Congress. As an official 
in daily contact with local taxpayers and homeowners, I cannot emphasize too 


strongly the importance of pending bills in the in lieu of tax field. 
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To many communities where Government ownership represents over 55 percent 
to as high as 94 percent of the assessable area of a jurisdiction, in lieu of tax 
legislation represents the only solution to the budget making bodies of the local 
jurisdiction. The only solution means we are taking the optimistic view that 
local property owners are not going to give up their holdings because of the heavy 
tax burden caused by the narrow local tax base. 

The problems has been the subject of local, State, and Federal study and dis- 
cussion for nearly 15 years. At the order of the President a Special Study Com- 
mittee was set up with membership recruited from all levels of government. 
This group have finally submitted an excellent and complete report with a defi- 
nite recommendation to the Congress that legislation is needed to eliminate the 
present inequities caused by concentration of Government holdings. The Study 
Committee and the President, in his annual message, have recognized the re 
sponsibility of the Federal Government to the local units of government, and we 
urge this committee to take immediate and forceful action in this field. 

We in local government realize the importance of Federal spending in local 
regions, but we respectfully point out that because of local tax immunity on 
Federal holdings in both real and personal categories that 60 percent of all tax 
dollars paid by local citizens is returned to the Federal Treasury by operation 
of the Federal tax laws. 

We appreciate the notice of prompt and early hearings in the second half of 
the 84th Congress, and will at that time be prepared to present many examples 
of gross inequities throughout the Nation. We do not ask or expect windfalls, or 
payments on properties of purely local benefit, but only on holdings of national 
importance and, therefore, integrated into the national program and as such a 
fair cost to taxpayers throughout the Nation. 

We in local government can only utter a loud amen to the statements made by 
Senators Daniel and Knowland that the very existence of local government de 
pends on some immediate aid in this field by our leaders in Congress. 

On behalf of the National Association of County Officials, Assessors, and Tax 
Administrators, combined with the American Municipal Association we will be 
ready to supply committee members or their staff with information that will aid 
the Members of Congress to be fully acquainted with this complex problem 


Senator Kucner, Also here, among others, is a friend of mine 
who, for long years, has been interested in local governmental prob- 
lems in California, Mr. MacDougall, the executive secretary of the 
County Supervisors Association of California, who I know is sched- 
uled to appear here this morning. 

Thank you. 

Senator Humpurey. Senator Cotton? 

Senator Corron. I thank the Senator for the comments on the 
point I raised, and I repeat that in both the cases of Senator Gold- 
water and yourself, the point was raised not because I am opposed 
to the bill in any way, shape or manner, but there were some distinc- 
tions to be made. 

Senator Kucue.. I think that is true. 

Senator Corron. I think your suggestion about treating the Fed- 
eral Government in one way when it is engaged in what is clearly 
a governmental activity, and in another w ay when it crosses the line 
and is engaged in activity that at least wasn’t reasonably contemplated 
by the Federal Government, is an excellent one. 

Senator Kucue.. I think, Senator, you can conceive of problems 
which would arise because of an admixture of both governmental 
and Proprsetary functions—for example, the defense pr pa country 
is a basic type of governmental concern and not proprietary in any 
sense of the word. 

And yet, in many of the great installations defensewise in our coun-. 
try, our Government has railroad systems of its own, as an example, 
which would indicate that the distinction between governmental pro- 











124 PAYMENTS TO STATE OR LOCAL TAXING UNITS 


prietary capacities would be only one of the relevant bases upori 
which to find an honest answer. 

Senator Corron. But, of course, you understand that the people 
of New Hampshire would be delighted to relinquish any hope of ever 
receiving any in lieu of taxes, if we could move your Mare Island 
Shipyard up to Portsmouth, with ours, and get all that shipbuilding. 

Senator Kucuen. It is not all peaches and cream, because in those 
instances where suddenly a restriction in future ship construction is 
determined by the authorities in Washington, you find people who 
have devoted their lives to ship construction for the Government 
finally out of work. So that there again, I mean you are not faced 
with just a one-sided proposition. 

Senator Corron. We are aware of that fact, and obviously my 
remark was largely facetious. 

Senator Kucuen. Yes, sir. 

Thank you very much, Mr. Chairman. 

Senator Humpnrey. Senator Kuchel, before you leave, I want to 
say that you have given us a very thoughtful statement and one, I 
think, which is going to be exceedingly helpful to the committee. Iam 
going to make 2 or 3 points, and then if you wish to make any comment 
at the conclusion, please feel free to do so. 

In your third paragraph on page 1, you pointed out that this 
matter of removal of property from assessment rolls—I am para- 
phrasing now—is far broader than the framers of our Constitution 
ever envisioned. I think that is a very pertinent point, because so 
frequently people cite the law as laid down in McCulloch v. Maryland. 
However, they are going back to the early days of the Republic when 
the activities of the Federal Government were so minor and so limited 
that the point of law which might have been relevant at that particular 
juncture in our history is no longer pertinent to the real facts of 
the occasion. 

Another point that we will be faced with here, Senator, as you know, 
is the cutoff date. 

Senator Kucre.. Yes. 

Senator Humpnurey. This is a highly controversial issue, and we 
will have to find a rule of thumb. We will have to agree on something 
some place along the line that seems fair and reasonable. And when- 
ever you do that, somebody gets hurt. 

Senator Kucue.. That is true. 

Senator Humrnurey. There is always somebody who is unhappy. 

By the way, let me pay a compliment to Norris Poulson, the mayor 
of Los Angeles, and a former Member of Congress. As a member of 
the Commission he was, you know, very keenly interested in this prob- 
lem—not only keenly interested but he had a working, expert knowl- 
edge. I used to be a mayor of a city, and we have a non-dues-paying 
union of both incumbents and past ones. We always stick together, 
regardless of politics, on these matters. 

‘A third point that I think needs to be emphasized is that the prop- 
erty tax is the base of all local government revenue. All these other 
taxes, such as your license fees and use taxes, are important and they 
make a substantial contribution. But every local government depends 
essentially upon the property tax. 

Senator Kucuet. That’s right. 
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Senator Humpurey. And when you encroach upon it, you are really 
sucking the lifeblood out of the government instruments lity of the 
community, the county, or the city. 

Your statement also contains very good evidence showing the lack 
of any uniform standards under the present arrangements. We have, 
for example, communities where one agency of Government is making 
a payment in lieu of taxes, and another agency of the Government 
which has similar properties is making no pay ment whatsoever. 

Senator Kucuern. That is very true, Mr. Chairman. 

Senator Humpurey. The Federal Government has already accepted 
the principle of payments in lieu of taxes. That principle is already 
established in some of the activities of our Government. 

But strange as it may seem, and surely demonstrating the inequity 
of the situation, where you have a low-rent housing project that may 
be making a payment in lieu of taxes, you can have another depuart- 
ment of the Government that might also have housing making no pay- 
ment in lieu of taxes at all. 

Senator Kucuex. That is very true. 

Senator Humpurey. And yet they both provide residential serv- 
ices for people in whom the Government has demonstrated some 
interest. 

By the way, I want to welcome the participation here today of 
Senator Mundt. Senator Ervin has been with us and had to leave 
just a moment ago. 

The final point I want to emphasize is that this is the time when 
we in Congress really need the fullest cooperation of the executive 
branch on this legislation. 

I don’t think we can do this alone, because agencies such as the Gen- 
eral Services Administration, the Department of Defense, the Depart- 
ment of the Interior and the Bureau of the Budget, which is, of course, 
the President’s coordinating arm of the executive department, have 
the expert knowledge and the factual information. 

We must have their fullest cooperation. And I hope that every bit 
of this testimony will be carefully analyzed by representatives of the 
executive agencies, because the Department of Defense has such ex- 
tensive proprietary interests today as do other departments and agen- 
cies. We must have their help, and as we go along we are going to 
call upon them, of course, for testimony. 

However, we need more than testimony. I think you would agree 
with this, Senator Kuchel. What we cai is their day-by-day, week- 
by-week consultation and advice so that we can work out an equitable 
adjustment. 

I want to point out to my colleagues that the staff is going to pre; 
pare a comparative table of all the ‘bills that are before us, so that we 
will have a worksheet for use as we consider and discuss the different 
bills. 

(The analysis referred to has been prepared by the Bureau of the 
Budget at the request of the committee and is on file with the 
committee. ) 

Senator Munpr. In that connection, Mr. Chairman, has any esti- 
mate been made by the staff, or by the sponsors of the bill, or by the 
executive agencies, whose cooperation I quite agree we are going to 
need in going into this kind of very complicated legislation—has any 
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estimate been made as to the total annual cost that this would be to the 
Federal Government ? “4 

Senator Humpurey. Yes; there have been some preliminary esti- 
mates, Senator Mundt. Some time ago, in the 83d Congress, we had 
some, and in the 8ist Congress the Bureau of the Budget gave us what 
might be called educated guesses. 

As you know, we called this hearing to get the consideration of this 
legislation under way. Senator McClellan was very kind to me, to 
you, Senator Kuchel, to Senator Potter, and to all of us who are 
anxious to have this legislation considered. 

We will ask the staff to do a good deal of work in the interim be- 
tween the Ist and 2d sessions of the 84th Congress so that we will have 
this information and other statistical evidence with which to work. 
Right now we are going to proceed to obtain testimony from our col- 
leagnes and from the interested public officials at the local level. 

Now, with respect to the substance of the pending legislation, much 
depends on cutoff dates. 

One of the first things we have to determine is where do we start 
this program, and there are some estimates, Senator Mundt. They 
vary all the way from approximately $24 million, with a 1950 cutoff 
date, up to $216 million, with a 1939 cutoff date. May I say very 
candidly in terms of the amount of money that the Federal Govern- 
ment expends, when I just got through voting for that $3 billion 
foreign-aid bill, and so on, it seems to me that if we are going to talk 
in terms of the burden on the Federal Treasury, this is one of the most 
modest burdents that the Congress has been asked to assume. 

Thank you very much, Senator Kuchel. 

Senator Kucue.. Thank you very much, Mr. Chairman and gen- 
tlemen. 

Senator Humrnrey. Senator Potter, we are very pleased to have 
you appear before us. 
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STATEMENT OF HON. CHARLES E. POTTER, A UNITED STATES 
SENATOR FROM THE STATE OF MICHIGAN 


Senator Porrer. Mr. Chairman and members of the committee, I 
wish to thank you for affording me the opportunity to appear before 
the committee. I don’t intend to discuss the technical phases of this 
legislation. 

I do know of the chairman’s great interest in payments in lieu of 
taxes. I served on this committee with the distinguished chairman 
and with Senator Taft and others of our colleagues interested in leg- 
islation of this kind. It was my understanding that the reason that 4 
we did not act prior to now is the fact that we were waiting until the 3 
Commission on Intergovernmental Relations was able to report. We 5 
have such a report now, and it is a report I believe which should be able 
to give great assistance to the committee in providing this needed 
legislation. 

Senator Humpnrey. Senator Potter, I think you will agree with me 
as we discuss this very complicated subject, that we are not talking 
about a final particular bill at this stage. 

I want the record to be clear on this. When we finish these pre- 4 
liminary hearings, we may very well want to take all the bills that are = 
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here before the committee and pick parts out of each one and get new 
ideas from Government agencies and interested parties and come up 
with a brand new committee bill. 

We are really just discussing the entire field, and I know that that 
has been your viewpoint on it even though you have a bill in and so do I. 

Senator Porrer. Yes. I think the chairman will agree that there 
are many different particular situations in the various States, and the 
Members who have bills before the committee I assume are trying to 
take care of those particular situations. 

What might apply to the problems of Arizona and California 
might not apply to our problems in Michigan, but they are before the 
committee for study, and there is no pride of authorship certainly on 
my part or on the part of any other person who has a bill before the 
committee. 

Mr. Chairman, the purpose of the bill that I have introduced is to 
make temporary provision for payments in lieu of taxes with respect to 
certain real property transferred by the Reconstruction Finance Cor- 
poration and its subsidiaries to other Government departments. The 
enactment of this bill will afford relief not only to several cities in my 
own State of Michigan but to numerous municipalities throughout the 
country. According to a list furnished by the Bureau of the Budget, 
approximately 59 properties, largely industrial in nature, in 20 States 
would be affected. Payments in lieu of taxes will provide badly 
needed revenue for State and local governments and school districts in 
which these plants are located. 

The transfer of property from a taxpaying Government agency to a 
non-tax-paying agency has created a grave problem for municipalities 
which have relied on real property taxes as a means of revenue to carry 
out their important services to the community. 

An example of the financial chaos created in a community budget 
ean be found in Adrian, Mich., which in 1952 suffered a tax loss of 
$87,958 as a result of the transfer of the Bohn Aluminum Co.’s United 
States Air Force manufacturing methods pilot plant. The amount I 
have mentioned represents 9 percent of that city’s tax receipt. The 

catastrophic effect on its financial security is obvious. Adrian, how- 

ever, is but one Michigan city affected by these transfers. The impact 
on revenue caused by these transfers has also been felt by Detroit, 
Bay City, and Muskegon township. 

In viewing this problem we must remember that these industries 
receive the same services as other taxpaying industries in the commu- 
nity and yet do not pay their pro rata share for these services. In my 
opinion, equity demands some payment for services such as sewage 
disposal and water. 

When we realize that a municipality’s budget planning revolves 
around the amount of revenue raised by gene ral property taxes, the 
problem takes on even greater significance. If the revenue to be 
gained from these properties is suddenly removed from the tax rolls 
then we must assume that certain services to the community at large 
must be curtailed. 

If we assume that services are not curtailed by the influx of these 
non-tax-paying plants, then our only other assumption must be that 
taxes are increased to pay for the extension of services to these plants. 
In either event the local taxpaying property owners have been imposed 
upon. 











128 PAYMENTS TO STATE OR LOCAL TAXING UNITS 


On this very point, the Commission on Intergovernmental Relations, 
after completing its 2 years of study, stated : 

The States and the National Government share in the responsibility for avoid- 
ing actions which impair the financial ability of governments. Equity as between 
Federal and local taxpayers requires the National Government to make appro- 
priate payments. These should be based largely on the property tax system, 
which is the main source of revenue. 

I realize that my bill offers but a temporary solution to a relatively 
new and vexing problem in the field of intergovernmental relation- 
ships. Nevertheless, it is a step closer to permanent solution of a 
problem which is presently disrupting local finances and functions. 

I, therefore, strongly urge your favorable consideration of any bill 
that will take care of this serious problem. 

Senator Humpnrey. For the record, your bill, Senator, is S. 2377? 

Senator Porrer. That is right. 

Senator Humrurey. I think the record ought to show that a bill 
embodying the principles of your bill was reported out favorably, a3 
I recall, last year ? 

Senator Porrer. That is right, and, as I understand it, Mr. 
Chairman, a companion bill which was introduced in the House has 
been reported out recently by the House Government Operations 
Committee ? 

Senator Humpnrey. Yes; and the particular category of Federal 
properties there involved were those owned by Government corpora- 
tions and then transferred to other Federal agencies. 

Senator Porrer. That’s right. 

Senator Humpnrey. And when they were owned by the Federal cor- 
porations, they were taxable? 

Senator Porrer. They were paying taxes. 

Senator Humrnrey. As a result of the transfer of ownership, they 
get into another category of Federal properties, and the Federal Gov- 
ernment no longer pays revenues on them to local governments? 

Senator Porrer. The chairman is correct. It has presented a great 
hardship on local communities, and particularly when you take a com- 
munity like Adrian with a population of approximately 20,000. A 
loss of $87,000 plus in taxes is a great hardship on that small com- 
munity. 

Senator Humpurey. Indeed it is, and, of course, this again points 
up the fact that where you have no general rule or policy on the part 
of the Federal Government, you have all these digressions which put a 
local community in an impossible situation. 

Senator Porrer. That is right. 

Senator Humpurey. Now here is your community of Adrian that 
was depending upon this revenue. 

Senator Porrer. That’s right. 

Senator Humpurey. Then all at once without any less burden upon 
its facilities and upon its services, it loses $86,000, or $87,000 in tax 
revenue. 

Senator Porrer. They naturally went ahead and expanded their 
facilities to take care of this load, and finally found out there was no 
tax to be received to cover it. 

Senator Munpr. Would this same thing hold true under the general 
legislation, Senator Humphrey, of a community that has quite a num- 
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ber of Government offices and agencies which rent office space from 
private landowners? And those buildings in turn of course pay taxes 
to local communities. 

We are moving in the direction of putting up Federal buildings with 
a concentration of Federal activities in regional offices. Would that 
Federal building then be in the purview of paying taxes to the local 
community ? 

Senator Humpnrey. This is one of the points we thought ought to 
be gone into, Senator, because of the lease purchase program. 

Under the lease purchase legislation the individual who owns the 
building and is leasing it to the Federal Government continues to pay 
taxes, but then all at once the tax base is lost, so it is all the more im- 
portant therefore that we clarify this matter as to what the intent of 
Congress is and what the Government’s policy will be. 

Under the present situation you will find one agency of Government, 
as we pointed out, that makes payments in lieu. The one across the 
street might not. This is one of the best examples. 

You find a community that, because of Federal impact following in- 
creased Federal activities, has gone ahead and expanded its local facil- 
ities to take care of the increased population, the increased burden 
upon its roads, its streets, its parks, its water system, its sanitary sys- 
tem. Then, all at once, by action of the Federal Government, what 
was thought to be taxable property or property upon which payments 
in lieu of taxes would be made, is no longer revenue-producing. You 
find yourself out on the end of the limb with no tax base at all. 

Senator Munptr. What happened in Adrian, and which is a pretty 
dramatic and substantial question, almost certainly happened in hun- 
dreds of other communities at the time when these office buildings 
ceased to pay taxes, became tax exempt. 

Senator Humpurey. This category presents a tremendous problem. 

Senator Porrrr. I want to thank the chairman for allowing me to 
appear. ; 8 

Senator Humpurey. The next witness is Mr. William R. Mac- 
Dougall, the general manager of the County Supervisors Association 
of California, I believe Mr. MacDougall is here representing the 
National Association of County Officials. 

Mr. MacDougall, we are very pleased to have you appear before us. 
Am I correct in stating that you are here also representing the National 
Association of County Officials? 

Mr. MacDoueatt. You are, Mr. Chairman. 

Senator Humrurey. You have just completed your meeting over at 

tichmond ? 

Mr. MacDoveatu. That is correct. 

Senator Humpurey. I imagine this subject was also discussed at 
your meeting ? 

Mr. MacDoueatu. It was the prime objective of the meeting. 

Senator Humpurey. Proceed, sir. 
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STATEMENT OF WILLIAM R. MacDOUGALL, GENERAL MANAGER, 
COUNTY SUPERVISORS ASSOCIATION, REPRESENTING THE NA- 
TIONAL ASSOCIATION OF COUNTY OFFICIALS, SACRAMENTO, 
CALIF. 


Mr. MacDoveatn. Mr. Chairman and gentlemen of the committee, 
I ask leave to go through my prepared statement with some rapidity 
so that there will be more time to amplify on points which may not 
be set forth fully in the statement, and therefore I will ask permission 
to digress from the statement and to omit parts of it as I go through. 

Senator Humpurey. Your request, sir, is readily granted, and you 
may proceed as you desire. 

Mr. MacDoueaux. Thank you, Mr. Chairman. 

My name is William R. MacDougall and I am secretary-treasurer 
of the western regional district of the National Association of County 
Officials with headquar ters at Sacramento, Calif. 

While the statements herein made are in behalf of the western re- 
gional district of NACO, they are endorsed by the National Associa- 
tion of C ounty Officials itself—their general counsel is here present 
today—and represent the current poliey of that organization. I have 
been requested specifically also to state that the views expressed are 
those of the Washington State Association of County Commissioners 
(Richard Watts, executive secretary) and those of the County Super- 
visors Association of California (James F. Lyttle, president). Both 
Mr. Watts and Mr. Lyttle have asked that the record show that these 
views are those of their organizations, and they are their personal 
views as well, 

The problem we wish to discuss today is that of relief of the huge 
burdens imposed upon America’s thousands of local governments by 
virtue of ever-increasing Federal ownership of real property. 

The exemption from local taxation which accompanies Federal real 
property ownership has meant that Uncle Sam has long been a “free 
loader” at the boarding house of local government. In countless in- 
stances Federal properties and installations freely partake of the bene- 
fits and services of local government and pay nothing in return. 

This problem was largely one of siokdleinis interest until some 16 
years ago. The increased pace of Federal property acquisitions—and 
that increased pace has certainly been described here dramatically 
today by Senator Kuchel when he covered a period of just 16 recent 
years in the State of California—this increased pace has driven home 
to localities in every State a realization of the need for payments in 
lieu of taxes on Federal real properties. 

The bill now before this committee is an effort to remedy the worst 
of the existing tax inequities. 

For the past 10 years the counties of the Nation have been actively 
engaged in seeking legislation which would provide payments in lieu 
of taxes on all Federal real property. 

The history of these 10 years has been crowded with resolutions and 
policy statements of approval by State, regional, and national organi- 
zations. There have been numerous resolutions by State legislatures 
urging the Federal Government to recognize and to remedy the im- 
pact of its vast property holdings. 
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Typical of recent findings by State legislatures is Senate Joint Reso- 
lution 20 adopted by the Legislature of California just 2 months ago. 
This resolution reads in part as follows: 

Whereas the Federal Government, through its many agencies, continues to 
acquire vast holdings of land and improvements, particularly for military, experi- 
mental, and defense purposes, and since the Federal Government is under no 
constitutional obligation to pay taxes, the property thus acquired is removed 
from the local tax base; and 

Whereas not only has the Federal Government acquired considerable land for 
war and defense projects, but in recent years it has enlarged its holdings of public 
lands set aside for national parks, Indian reservations, forest reserves, experi- 
mental areas, and other similar purposes, which activity has been particularly 
noticeable in the 11 Western States of Arizona, California, Colorado, Idaho, Mon- 
tana, Nevada, New Mexico, Oregon, Utah, Washington, and Wyoming, within 
which States the Federal Government has greatly expanded the public domain 
since 1937, now owning over 55 percent of all the land in these States; and 

Whereas, because general property taxation is the major source of revenue 
for counties, cities, school districts, and other local governmental units, the acqui- 
sition of property by the Federal Government has seriously impaired this source 
of revenue of local governmental units and consequently the financial stability 
of such local governments ; and 

Whereas, while the acquisitions of additional Federal property has adversely 
affected the source of revenue of local government, at the same time they have 
also enlarged the local problems and responsibilities of furnishing many neces- 
sary public services, not only directly for Federal activities, but also for the 
large numbers of families being attracted to the sites of Federal projects; and 

Whereas Federal property ownership has had a crushing impact on loeal 
governments, striking at the very heart of local government: Now, therefore, 
be it 

Resolved by the Senate and Assembly of the State of California (jointly), That 
the Legislature of the State of California respectfully memorializes the Presi- 
dent and Congress of the United States to enact legislation providing for pay- 
ments to local governments in lieu of taxes on federally owned land. 

Many bills have been introduced into the Congress calling for piece- 
meal solutions—some of these bills were enacted and are today oper- 
ating statutes. 

Nowhere in the 10 years has there appeared any condemnation of 
the principle that the Federal Government should make payments to 
local governments in lieu of the property taxes from which the Fed- 
eral Government is exempt. 

These 10 years of work on the part of county government have not 
been in vain. The rough beginning approach that all Federal prop- 
erty should forthwith be placed on the tax rolls gave way soon to the 
idea that Federal tax exemption should continue but that in lieu pay- 
ments should be made. In turn, this concept was subjected to many 
refinements as the problem was studied by outside tax authorities in 
addition to the many city, county, and school district organizations 
which felt the impact of Federal property acquisition. 

We believe that these years of thought and refinement of the gen- 
eral problem have produced a workable, equitable, and practical plan 
for in-liew payments. It is that plan which is contained in the bill 
before this committee, S. 1566. 

_ Why in-lieu payments? This is certainly belaboring a point which 
is already, I am sure, clear in the minds of the members of this 
committee. 

The need for in-lieu payments by the Federal Government is in- 
herent in the American way of financing local government. 

Most of the 3,000 counties have a single tax source—the ad valorem 
property tax. Toa large extent this is true with respect to our cities 
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too. It is obvious that any reduction in the base of that single tax is 
bound to produce hardship of a permanent sort to the local govern- 
ment involved. Whenever the Federal Government acquires a prop- 
erty or develops highly its existing undeveloped properties, local gov- 
ernments and their tax base are affected. An ironic twist is added by 
the fact that the Federal acquisition and development brings with it 
increased demands upon the local government whose tax base has been 
eaten away. 

In the past 16 years the impact of new Federal acquistions and new 
uses of existing Federal properties has been terrific. 

We have all seen the Federal Government change from the role of a 
land disposer to the role of a landholder and, most recently, into that 
of a land acquirer. 

The Commission on Intergovernmental Relations reports: Early in 
1953 it became obvious that the vastness of Federal holdings, the 
variety of their nature and the complexity of fiscal relations among 
American governments were such that a thorough top-level special 
study was required. 

The Congress obligingly created the now famous Commission on 
Intergovernmental Relations. After a slow but noisy start, this dis- 
tinguished 25-member body undertook its vital and serious work. 

Senator Humpurey. That is an apt description, may I say. 

Mr. MacDoveaut. Thank you, Mr. Chairman. 

So important was the subject of payments in lieu of taxes and shared 
revenues from Federal lands that the Commission created a special 11- 
member Study Committee on the subject. 

And it is my understanding that the distinguished chairman here 
today was a member of the Study Committee and of the Commission 
it self. 

So we know that just a month ago the report of the Commission 
was issued. Among its many recommendations were important ones 
on payments in lieu of taxes. Accompanying the Commission’s re- 
port was an excellent special report of the Study Committee com- 
prising almost 200 pages. 

With respect to the subject of the bill before this committee the 
Commission has this to say: 

The Commission recommends that the National Government inaugurate a 
broad system of payments in lieu of property taxes to State and local govern- 
ments. The most important class of properties on which such payments should 
be made is commercial or industrial properties. Special assessment payments 
and transitional payments in lieu of taxes should be made in certain cases. 

The Commission believes that these payments are necessary to help preserve 
financially healthy local government. Present tax immunities of Federal prop- 
erty have weakened many local governments. The States and the National 
Government share in the responsibility for avoiding actions which impair the 
financial ability of local governments. Equity as between Federal and local 
taxpayers requires the National Government to make appropriate payments. 
These should be based largely on the property tax system, which is the main 
source of local revenue. 

The study committee report contains the most exhaustive discussion 
of payments in lieu of taxes which has yet been made. It is the re- 
sult of intensive work by all 11 members of the committee and its com- 
petent technical staff. Actual field investigations were made and 
representatives of local governments were consulted. 

The roster of the membership of this study committee is of interest. 
Of its 11 members only 3 could be said to represent local government. 
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The other 8 members either represented the Federal Government or 
the public at large. Yet, the clear conclusion of this committee is that 
a broad system of payments in lieu of taxes on Federal properties 
should be instituted at once. The committee has gone into great de- 
tail in its recommendations and has explained at length the philosophy 
governing it. 

After this exhaustive work the committee and the Commission came 
to this conclusion: Congress should enact the bill now before you. 


THE POSITION OF THE COUNTIES TODAY 


In the weeks since the release, few though they have been, of the re- 
port of the Intergovernmental Relations Commission and its com- 
mittee, county government has had opportunity to examine their re- 
ports and to consider their recommendations in the light of the needs 
of local government. 

Senator Humpnrey. May I ask you a question at this point? Have 
the county officials obtained copies of the Intergovernmental Relations 
Commission’s report ? 

Mr. MacDouea.u. Yes, everyone who came to Richmond was pro- 
vided with one, and key county officials throughout the country re- 
ceived them earlier by mail. There was exc ellent distribution. 

Senator Humpurey. I just wanted to double check on that. 

May I say that we incorporated in the record this morning, at the 
request of the chairman, pertinent extracts from the Task Force Study 
on Payments in Lieu of Taxes and Shared Revenue because, as I 
understand it, we are running very short of those reports. The Gov- 
ernment Printing Office has them for sale. 

We wanted to make these extracts a part of this record because I 
think that practically everything that is said here will relate directly 
or indirectly to that portion of the task force report. When our hear- 
ings are printed, there will be additional copies of this particular task 
force report in the appendix to the hearings. 

Mr. MacDoveaut, That is the identical report that we regard as so 
significant and vital. 

The result has been that it was possible less than 1 week ago to obtain 
the well-considered point of view of the counties. At the annual gen- 
eral conference of the National Association of County Officials at 
Richmond, Va., concluded only last Wednesday, representatives of 
county government from all States, after debate, adopted by a 97 per- 
cent affirmative vote the following expression of policy. 

And that 97 percent affirmative vote, I will add, Mr. Chairman, 
was taken on the floor of ‘9 convention after debate, and the approxi- 
mate vote was 200 “aye” to 5 “no.” 

Whereas the National Association of County Officials has for many years 
advocated some system of payments in lieu of taxes on federally owned real prop- 
erty which would insure the continued integrity of local government finance 
and at the same time achieve that equity as between the Federal taxpayer and 
the local taxpayer which the Congress has so zealously guarded and which is 
so essential to a sound and lasting solution to our mutual problem; and 

Whereas, for many years, study after study has been launched by both the 
NACO and the Congress in efforts to establish benchmarks and guidelines for 
such a solution—studies which have elicited much information which has been 


and is most helpful in delineating the exact nature and extent of the problem; 
and 
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Whereas the recent completion of the two latest of such studies, the Inventory 
Report on Federal Real Property as of December 1953 (S. Doc. No. 32, 84th Cong., 
ist sess.) and the Report of the Commission on Intergovernmental Relations, 
has finally brought forth the exact specifics of both the problem and its answers ; 
and 

Whereas the many years devoted to such studies, and the studies themselves, 
have provided more than ample time and information for both congressional 
and local appraisal of the problem and the solution as proposed by the Special 
Study Committee on Payments in Lieu of Taxes and Shared Revenues of the 
Commission on Intergovernmental Relations: Now, therefore, be it 

Resolved by the National Association of County Officials in conference assem- 
bled at Richmond, Va., July 19, 1955, on motion of NACO’s Federal Real Prop- 
erty Committee, That NACO does agree with the basic premise of the Commis- 
sion that Federal real property holdings create inequities as between Federal 
and local taxpayers; NACO concurs with the Commission’s developing logic 
that true equity in this situation can be achieved only by some system of tax- 
ation, payments in lieu of taxation, and a set of shared revenue plans; and 
NACO does formally accept and agree to the final conclusions of the study com- 
mittee as endorsed by the Commission on Intergovernmental Relations with 
the following four exceptions: 

Basically, what county government has done, and it is stated here in 
this language, “formally accept and agree to the final conclusions of 
the study committee as endorsed by the Commission,” but with four 
exceptions, and it is those exceptions that I think are the meat of my 
statements here today. 

1. No exemptions from payment in lieu of taxes should be permitted in be- 
half of military installations or Federal office buildings, either owned or leased, 
unless the use of such buildings is either of strictly local benefit or of completely 
universal nature and hence common to all or most communities in the Nation. 

2. The use of any cutoff date. 

Senator Humenrey. I respectfully receive the suggestion, and may 
I say that hope springs eternal in the human breast. However, after 
having discussed this matter over the past few years with a few of the 
Federal officials, I would i imagine that there might be some cutoff date. 

In spirit I agree with you. I think on the basis of pure principle, a 
cutoff date violates the principle of equity, but I am sure that in the 
legislation that is reported, we will run into great difficulties if we do 
not include somé cutoff date. 

Mr. MacDoveatt. I am not discussing here today, Mr. Chairman, 
the inevitability of a cutoff date. I am merely noting, as you know, 
that the cutoff date is based upon the principle that the man without 
a leg sooner or later learns to navigate, and therefore his unfortunate 
condition should not receive any notice that would be given to other 
persons who later lose their legs. 

It is the principle that the sore heals over and therefore no compen- 
sation is due. Equity is done violence by a cutoff date. And we will 
submit, and I think your committee studies may show, that the cutoff 
date will be unnecessary when the final classification of properties 
is obtained which will exempt such large areas. This cheese is sliced 
both ways. We slice it up and down when we categorize properties, 
and then we slice it again across here when we put in a cutoff date. 

Senator Humpurey. Yes, that is true. 

Mr. MacDoveatw. If we slice sufficiently in the u as -and-down classi- 
fication, we may find that the cutoff date will cut off very little indeed 
in the way of payments, and that among those which we cut off will 
be some examples of great inequity. 

Senator Humpnrey. You are very persuasive, Mr. MacDougall. 
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Mr. MacDoueatn. Thank you, Mr. Chairman. 

3. Any arbitrary provisions designed to prevent so-called windfall payments, 
since Many apparent windfalls only represent a repayment to local taxpayers of 
those sums they have expended for many years in support of their local govern- 
mental institutions and services which rightfully should have been paid by all 
Federal taxpayers. 

One of the favorite arguments of those who operate the bureaus of 
the Federal Government is the windfall argument, and they can envi- 
sion a small mosquito abatement district suddenly becoming wealthy 
and indulging in chromium-plated jeeps to spray the mosquitos, be- 
cause of the great windfall which came from the Federal Government 
when its tax base was increased. 

Senator Humpnrey. We want just some plain old jeeps in Minne- 
sota to spray the mosquitoes. 

Mr. MacDoveatn. That is precisely what we feel, and I know the 
Commission and the committee both had a great deal of difficulty with 
this windfall theory and the modified approach of the study com- 
mittee is certainly a great step in the direction against arbitrary 
action with respect to windfalls. 

Senator Humpurey. As you know, the Department of Defense was 
gravely concerned about this very point. 

Mr. MacDoveatt. I think No. 4, which I will get to now, may take 
care of the Department of Defense and its worrying about windfalls, 
and this is a very significant recommendation. It is in favor of the 
Federal Government and its “old” attitude or traditional attitude and 
against that of local government. 

Counties do not wish to include in recommendations for payments 
in lieu of taxes any federally owned personalty. That runs all the 
way from giant bombers down to paper clips and includes such items 
as trucks, office furniture, and that sort of thing. 

You run into terrific assessing problems when you get into per- 
sonalty, and we must recognize and realize that our problem is that 
of real property. This whole problem came from real property, not 
from personal property acquired by the Federal Government. 

Senator Humpurey. So the position of the c ounty officials and their 
association is that insofar as personal property is concerned, defense 
installations—— 

Mr. MacDovueatu. Any personal property should all be exempt, 
and at this time we will not ask for its inclusion. We, of course, 
thank the Commission and its study committee for thinking of includ- 
ing it. 

4. The inclusion of recommendations for payments in behalf of any federally 
owned personalty. 

And be it further resolved, That the National Association of County Officials 
does tender its most real and heartfelt thanks to the members of the Commission 
on Intergovernmental Relations and its Study Committee on Payments in Lieu 
of Taxes and Shared Revenues and in particular to Mr. Meyer Kestnbaum, 
chairman of the Commission and Mr. Arthur E. B, Tanner, chairman of the 
study committee, for their many hours of devoted effort; for their public- 
spirited willingness to serve; their sympathetic understanding and careful treat- 
ment of the basic problem ; and for the sound solutions offered as a result of their 
deliberations. We believe these men deserve the thanks, not only of all county 


officials and the Congress but of the Nation as a whole for the care with which 
the Commission’s proposed solution was achieved. 
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IMPLEMENTATION OF COMMISSION’S RECOMMENDATIONS 


It thus becomes clear that we are on the threshold of achieving a 
ve of payments in lieu of taxes on Federal real property having 
the following salutary features: 

1. The system is so devised that payments will definitely be on 
the basis of taking care of the greatest need first. 

2. All the glaring inequities and hardship situations—and I em- 
phasize “glaring inequities and hardship situations”—on local gov- 
ernments throughout the country will be cured. 

3. The existing satisfactory and operating system of shared reve- 
nues from Federal lands will not be disturbed. 

4. Local governments at this time will not ask for payments on 
Federal properties of purely local benefit or of universal occurrence. 

5. Payments will be made on the sound basis of the taxable value 
of the property as determined by application of valid local tax 
standards in actual use. 

6. Local governments at this time will not ask for payments on the 
vast amounts of Federal personal property since the acuteness of 
our present problem stems from real property holdings. 

It is obvious that many finishing touches must be given the bill 
which is to be the final vehicle. It is our present belief that the bill 
before you should probably be that bill. Procedural and other 
amendments to it will be necessary to obtain maximum operating effi- 
ciency and the maximum possible conformity to the recommendations 
of the Commission on Intergovernmental Relations. Amendments 
will be necessary to give effect to the revised views of county govern- 
ment as expressed in the resolution hereinbefore contained. 

It is our urgent request, and our sole request for 1955, that the com- 
mittee staff be assigned the task of deep study of these problems so 
that when the Congress reconvenes in January 1956 it will be pos- 
sible to make rapid progress. 

Senator Humpnrey. Do you want to stop and take a good look 
here at the beleaguered professional staff members of the committee 
who will be assigned to these multitudinous duties? 

Mr. Reynolds is the chief of staff of the full committee, and I am 
sure he has listened quite attentively to your comments. Knowing his 
long interest in this matter, I am sure that he will make the necessary 
assignments so that the staff here will have their work cut out for 
them. Mr. Nobleman is the professional staff member assigned to 
this work. He is doing the research and analysis and preparing the 
necessary staff studies. 

Mr. Reynoxps. I might say, Mr. Chairman, we welcome all the 
help we can get. 

Mr. MacDovuaat.. We sympathize with them for their task, but we 
will pledge them our daily cooperation, and I want to say that now. 
It is in the statement. 

To this end all the staff resources of county government, its State 
associations, and its national association, are pledged to you. It will 
be a pleasure for all of us in county government to work with your 
able staff in the interim months just ahead. 

The need for the final enactment of this legislation in 1956 must 
be apparent to all of us. 
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Those who work and live in local government and those who believe 
in the contribution independent loc: , government makes to our demo- 
cratic system of government are all convinced from their own observa- 
tions that some system of payments in lieu of taxes has become a 
necessity. 

Now the correctness of these observations has been certified by two 
top-level outside study groups—the Commission on Intergovern- 
mental Relations and its study committee on the subject. We have 
always enjoyed awareness of the problem from Members of the Con 
gress end have known that the achievement of the ultimate solution 
was mainly a matter of methods and mechanics. Those have now 
been worked out. 

The true opposition—whether it be conscious or unconscious, to the 
creation of an in-lieu payments system comes from those who feel 
that. the extinction of many of our units of local government would be 
a good thing. Such persons believe that this gr adual grinding down 
by no tax attrition would result in a sort of “survival of the fittest” 
situation. 

Thus, it becomes clear that the stake of our counties and our cities 
in this matter of in-lieu payments is nota financial stake. The stake 
is far greater and far more important. It is that of the very survival 
of responsible and responsive e focal government in our land. 

We commend to you the principle of the bill before you, not only 
as & means of achievi ing equity in governmental finances, but as a means 
of insuring the future “life of those priceless local governments which 
in our system are older than the Republic itself. 

The axiomatic phrase that “the power to tax involves the power to 
destroy” is now joined by another : “The right to tax exemption also 
involves the power to destroy.” 

Senator Humpurey. Mr. MacDougall, I want to compliment you 
particularly upon the moderation of your testimony, as well as its 
comprehensive nature. We are very much indebted to the county 
officials association for their long endeavors in this area, and your 
willingness to cooperate and assist us in every possible way. 

This is a difficult assignment. Some of us have been at this for a 
long time. 

I introduced a bill in the 81st Congress on this matter. We have 
held hearings and made staff studies from time to time. Furthermore, 
Mr. Reynolds told me only a moment ago that there was some very 
comprehensive information available in our files. Mr. Reynolds, will 
you indicate just what that is? 

Mr. Reynotps. Mr. MacDougall referred to it in his resolution 
where he mentioned the fact that the recent compilation was made by 
the General Services Administration in connection with Senate Docu- 
ment No, 32. 

We have the complete compilations of all Federal property by States 
and by agencies in our office. Some of it is classified, but the rest of it 
will be available. 

Senator Humreurey. It is available with the exception of that which 
is classified, for the study of interested parties, is it not? 

Mr. Reynorps. Any group that would like to examine the material 
will be afforded access to that part which is not classified. 

Mr. MacDoveauz. Without that information there could be no bill. 
It is that vital, I am sure. 
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Senator Humpurey. I feel very strongly about what you have said 
here in that last paragraph of your statement. Every high school 
and college student has been brought up on the phrase that the 
“power to tax involves the power to destroy,” but as one who has 
served in local government, I know that the tax exemption also in- 
volves the power to destroy. 

And this goes even deeper than the Federal Government. I recall in 
my own community of Minneapolis, we had many buildings on our 
main thoroughfares, our main avenues, that were owned by univer- 
sities, by State government, by religious groups, et cetera, all of which 
were tax exempt. Asa result, we really had some tough revenue prob- 
lems, particularly when an autonomous jurisdiction such as a uni- 
versity or a nonprofit trust or a nonprofit foundation was involved, 
and no taxes could be assessed. 

Of course, some of that is dependent on State law. Thus, we have a 
problem of two dimensions when it comes to local government. There 
is some work that the State legislatures can do in this area, too, I might 
politely and respectfully suggest. 

Mr. MacDoveau.. We are so aware of that. 

Senator Humpurey. The Congress has the greatest responsibility, 
because the biggest problem is the Federal problem. But this other 
problem is rather significant, too, where properties have been trans- 
ferred by will in an estate to educational institutions, and these prop- 
erties conduct proprietary business functions, and yet the property 
isexempt. It poses a serious question. 

I want to ask you one question with reference to some terminology 
that you used, Mr. MacDougall. I think this is one that will attract 
considerable comment. 

On page 9, item 4, under the subheading “Implementation of Com- 
mission’s Recommendations,” you said: 

Local governments at this time will not ask for payments on Federal properties 
of purely local benefit or of universal occurrence. 


Would you be willing to give us your expression of how you would 
define local benefit, properties of purely local benefit or of universal 
occurrence ? 

Mr. MacDoveart. Yes, and I think a great deal of work has been 
done on that by the various study committees. A property of purely 
local benefit is one which is there primarily to serve the people of the 
taxing jurisdiction which is affected. One example will serve to show 
both categories. 

A post office is a classic example of one that is a purely local benefit. 
It is there to serve the people in that town, and the people in the im- 
mediate surrounding area. The post office is also of universal occur- 
rence. It issomething we have everywhere. 

Now, an example of one that would probably not be in both, but I 
think will point up the distinctions, is an experimental station that the 
Federal Government has of which there is only one in the country, 
and research is carried on. Now, that research is not certainly for the 
benefit of the locality that happens to be chosen for the experiment 
station. 

And yet it is not of universal occurrence, so under the purely local 
benefit standard, that experiment station should be subject to payments 
in lieu of taxes. 
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Yet if there is a problem in a given area and the able representatives 
of the district concerned have been able to get the Congress and the 
administrative departments to establish an experiment station to study 
that problem which affects that area, then there is a purely local 
benefit, and undoubtedly so. That is the test. Now it gets very 
intricate. 

Senator Humpnrey. Yes; it does. 

Mr. MacDoveatn. And it gets to be something which delights the 
philosophers of taxation, and I know we must be wary of falling into 
any pitfall of classification which is of that type. 

Therefore, while we use that as the guiding principle, we would sug- 
gest, and I think you would want to insist, that any bill would spell 
out what goes into each category and what goes into each class, that 
those things appear in the statute. 

Because if we got off into having hearings on various buildings and 
that sort of thing as to whether they were one or the other, we would 
really have opened a Pandora’s box of administrative procedures we 
would wish we never had thought of. 

Senator Humpurey. I want to say that while it is difficult to make 
that definition, it is not impossible, and in the legislation you would 
have a section on definitions which would spell this out as clearly as 
possible. 

Mr. MacDoveatu. Your bill already has a very able set of defi- 
nitions in it. 

Senator Humpurey. Yes. We always have arguments about defi- 
nitions. 

I mean no matter what you define and how you define it, you always 
get into a heated discussion as to how much all of those definitions shall 
include. This will beadifficult point in the legislation. 

Mr. MacDovuaatu. Yes; it will. 

Senator Humpurey. Is there anything else you have to say, Mr. 
MacDougall ? 

Mr. MacDoveatx. Nothing further, except I do again want to ex- 
press the deep gratitude of county government because you made 
this hearing possible. It is an almost unbelievable request that we 
made of you to hold this hearing at this time. 

Senator Humpnurey. Senator McClellan was very considerate of 
your request. As you know, I conveyed it to him, and he is most 
interested in this proposed legislation. 

I want to say he authorized the committee staff to make whatever 
preparations were necessary and assured us of his fullest cooperation. 
He himself would have been here this morning except that he has 
innumerable responsibilities, particularly at the end of the session, 
and he asked me if I would take over, which I was happy to do. 

Mr. MacDoveaun. We are certainly delighted. Just having this 
hearing has been the most heartening thing that has occurred in manv 
years. 

Senator Humpnrey. Thank you very much. 

Now we have Mr. Keith L. Seegmiller. 
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STATEMENT OF KEITH L. SEEGMILLER, GENERAL COUNSEL, NA- 
TIONAL ASSOCIATION OF COUNTY OFFICIALS, WASHINGTON, 
D.. C. 


Mr. Seremitier. Mr. Chairman, I do not want to make any state- 
ment, except I would say that I am general counsel to the National 
Association of County Officials, and am happy to endorse the state- 
ment made by Mr. MacDougall in behalf of our association. 

Senator Humrurey. May we suggest if any of the county officials 
or State associations of county officials wish to forward any statements 
to the committee, supplemental to the general statement, we will 
readily accept them and we will be grateful for them. 

Of course there will be many more hearings. This is only an initial 
hearing and merely a start. 

However, if there are counties affiliated with your organization 
that have particular problems and want to forward a statement, they 
may address it to the Committee on Government Operations here in 
Washington, D. C., and their submissions will be inserted in the record. 
We will hold the record open for them. 

Mr. Seremiiier. In response to that, I will say that we will get 
that information out. Our association does plan on preparing a rather 
comprehensive presentation on the entire problem, and will ask at 
a later date to have it made a part of the record® 

Senator Humpurey. Thank you very, very much. 

Mr. Patrick Healy, executive director of the American Municipal 
Association. How do you do, Mr. Healy ? 


STATEMENT OF PATRICK HEALY, JR., EXECUTIVE DIRECTOR, 
AMERICAN MUNICIPAL ASSOCIATION, WASHINGTON, D. C. 


Mr. Heaty. Mr. Chairman, I have a statement here which I should 
just like to file for the record. 

Senator Humpnrey. Yes, indeed, we shall be happy to accept it. 

(The prepared statement submitted by Mr. Healy is as follows:) 


STATEMENT OF PATRICK HEALY, JR., Executive Drrecror, AMERICAN MUNICIPAL 
ASSOCIATION 


I am Patrick Healy, Jr., executive director of the American Municipal Asso- 
ciation, which is the national association of municipal governments, representing 
more than 12,000 municipalities in 45 States and the Territory of Alaska. 

It is my pleasure today to join with representatives of the National Association 
of County Officials in an expression of appreciation to the chairman and mem- 
bers of this committee for your announced intention of giving a high priority 
to the consideration of pending payment-in-lieu bills. This attitude, as so ably 
expressed on the floor of the Senate last week by Senator Humphrey, gives us 
reason to believe that at long last we can look forward to a solution of one of 
the most pressing, if not the most acute fiscal problem facing local governments 
in the United States today. 

Near the close of the 83d Congress the favorable consideration given in both 
the House and Senate to similar legislation gave rise to hopes for the enact- 
ment of such legislation before adjournment. The reason for the delay was found 
in the conclusions reached by this committee in Senate Report 1966 (83d Cong., 
2d sess.) which reads in part as follows: 

“The committee proposes to give careful consideration to the report and rec- 
ommendations of the Commission on Intergovernmental Relations, when those 


The material referred to will be submitted for insertion in future hearings on this 
subject, to be held during the 2d session of the 84th Congress. 
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recommendations are submitted to the 84th Congress, with a view to initiating 
and developing legislation for consideration in the Senate based upon those rec- 
ommendations. Such legislation will have as its objective the establishment of a 
permanent policy of Federal-State-local relations in the fiscal field, designed 
to provide equitable policies which will afford permanent relief to local taxing 
authorities and furnish maximum protection to Federal taxpayers.” 

In the knowledge that this committee is fully apprised as to the recommenda- 
tions of the Commission on Intergovernmental Relations with respect to the 
problem of payments in lieu of property taxes to State and local governments, I 
feel that it would serve no particular purpose at this point to recite these recom- 
mendations in detail. I do, however, want to take this occasion to point up 
the fact that the conclusions and recommendations of the Commission were 
arrived at only after long and serious study of the problem. I mention this in 
view of testimony on H. R. 6182 recently presented before the House Commit- 
tee on Government Operations by representatives of affected Government depart- 
ments and agencies, which indicated a desire to further delay action pending 
further studies of the study. We do not feel there is any justification for this 
attitude. This is not a new problem. We submit that the facts as presented in 
testimony before committees of Congress year after year have established beyond 
doubt the dire need of legislation to relieve local governments from an excessive 
and inequitable tax burden. We further concur with the observation contained in 
a 1947 Senate committee report.on this matter that ‘Procrastination will not 
diminish the size of the problem nor provide a remedy.” We hope you will agree 
that the exploration period has been completed—that the time for action has 
arrived. 

The American Municipal Association has long and actively supported this legis- 
lation, We are heartened by the report and findings of the Commission on 
Intergovernmental Relations and by the desire of this committee to process pend- 
ing in-lieu legislation as quickly as its schedule will permit. We will consider 
it a privilege to assist this program in every possible manner and we wish to 
thank you gentlemen for the opportunity of appearing here today. 

Mr. Hearty. My statement more or less backs up the comments 
already made by the National Association of County Officials, and 
commends your committee for this hearing and for undertaking this 
study. 

I would like to say, Mr. Chairman, in view of Senator Potter’s 
testimony here this morning that the companion bill to his has been 
reported out of the House committee, that we would certainly like 
to urge your committee to report his bill favorably. 

It isa temporary measure to take care of an immediate situation, 
and it pertains only to those federally owned properties that were 
formerly paying taxes which were owned by the RFC. It does not 
cut across this whole broad field. 

It applies only to some sixty-odd properties, and, as I gg yg 
from the House he: ung amounts only to about $3 million, but it 
of tremendous importance to individual communities like the Adri ioe, 
Mich., situation that Senator Potter mentioned here. It would start 
this year and run, I believe, for 4 years. It is a temporary relief 

Jy ’ ’ : 
measure until your committee can provide a permanent policy on the 
matter. 

Senator Humpurey. Mr. Nobleman informs me that this was in 
this committee’s report on H. R, 5605, in the 83d Congress. 

Mr. Heaty. Yes, sir; that’s right. 

Senator Humpenrey. And now we have H. R. 6182, which the House 
has acted upon. 

Mr. Hearty. Yes, sir. 

Senator Humpnurey. This would be a policy decision that the full 
committee would have to take under advisement and consideration. 
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Senator McClellan will be advised of your comments this morning, 
sir, and of your express desire. I am not in a pe to say, as one 
member of the committee, what the wish or the action of the com- 
mittee will be. But I recognize the seriousness of the situation and 
the fact that the Congress, on two occasions, has devoted considerable 
time and study, and has taken much testimony, in acting at least at 
a committee level upon the situation to which Senator Potter referred. 

Do you have anything further you would like to say ? 

Mr. Heaty. No, thank you, sir. 

Senator Humpnrey. We want to thank you as a representative of 
the American Municipal Association for joining with us this morning. 

I want to ask you again, sir, through your splendid organization, 
to inform the local government officials, as you undoubtedly will and 
have, of these hearings, of our willingness and desire to hear from 
them, and that any statements any city government or local govern- 
ment may want to make, will be accepted ‘by this committee and given 
due study and consideration. 

We will, of course, have additional hearings with personal testi- 
mony presented. However, during this interim period between the 
adjournment of this Ist session of the 84th Congress and the commence- 
ment of the 2d session, any information we can get which is more 
than just a general statement—TI am speaking of information relative 
to particular local community problems as those problems relate to this 
Federal property situation—that information will be very helpful. 

So, if through the official bulletins of the American Municipal Asso- 
ciation and any other local governmental associations, the interest 
of this committee and its desire for specific pertinent information, can 
be brought to their attention, it will helpful to us. 

Mr. Heatry. We will certainly be glad to do that, Senator, and 
also to place at the disposal of your staff the resources of both our 
Washington and our Chicago offices. 

Senator Humenrey. We have the highest regard for those resources 
and for your organization. 

Is there anyone else that is to be heard this morning? That will 
close this first session of these hearings. Thank you very much. 

(Whereupon at 12:10 p. m., the committee adjourned. ) 

(Subsequently, the following letter and statement were received 
from Senator Herbert H. Lehman, of New York:) 

Unirep States SENATE, 
Washington, D. C., July 27, 1955. 
Hon. Jon L. McCLELLAN, 


Chairman, Committee on Government Operations, 
United States Senate, Washington, D. C. 

Dear SENATOR McCLELLAN: I am very interested in your committee’s investi- 
gation of the whole subject of payments in lieu of taxes. I regret that I could 
not be present at your hearings last week, but shall look forward to the further 
hearings you have planned for January. 

Meanwhile, I should like to submit the enclosed statement for inclusion in the 
record of the hearings. 

Yours very sincerely, 
Hersert H. LEHMAN, 
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STATEMENT OF SENATOR LEHMAN ON THE SUBJECT OF PAYMENTS IN LIEU oF TAXES 
TO STATES, COUNTIES, MUNICIPALITIES, ETC., ON GOVERNMENT-OW NED FACILITIES 


At present, there are seven bills before the Committee on Government Opera 
tion, all of which deal with Federal payments in lieu of taxes. These bills, 
together with a task-force report of the Kestnbaum Commission on Intergov- 
ernmental Relations, will, I understand, be the subject of an exhaustive study 
and full field investigation by this committee. I am sure that the investigation 
will prove of value in helping to draft adequate legislation in this complex field. 

I agree with the fundamental principle requiring governmental entities 
engaged in commercial operations—although there is a question of definition 
here—to make payments in lieu of taxes to municipalities and local units of 
government, 

I have long held this view, and I would apply this principle to Government 
owned facilities whether they are owned by the Federal Government or by 
State governments. 

Indeed, in recent testimony I gave before the Senate Public Works Committee 
(on July 13 of this year) in regard to a bill of mine authorizing a New York 
State hydroelectric development at Niagara Falls, I stated as follows: 

“Of course, I am not opposed to the practice followed by TVA and other 
public-power developments, of making payments in lieu of taxes to the munici- 
palities where the project works are located, to compensate them for the loss 
they suffer in property and other local taxes by virtue of the use of this property 
by a Government entity.” 

My point is that municipalities and local units of government have very 
limited sources of revenue. The major source is property tax. Hence, I would 
believe it fair and proper for a Government facility to make payments in lieu 
of taxes to the local government units to compensate them for the loss they 
suffer when these Government units occupy property which might otherwise 
yield a revenue to the local government. This is necessary, as I said, because 
the local governments have such limited tax resources and do not have the wide 
taxing powers that a State government, for instance, enjoys. 

As far as Federal facilities making payments to State governments is con 
cerned, much more study needs to be given this aspect of the matter than has 
been given in the past. I see some merit in it, and yet I see some persuasive 
arguments against such a practice. I think your committee can serve a valuable 
function in sponsoring some intensive studies of this aspect of the matter. 

I would certainly agree, however, that for a Federal facility to pay Federal 
taxes—or a State facility to pay State taxes—makes very little sense. It would 
be equivalent to a man paying for lodgings in his own house. It would be, 
moreover, a thinly disguised sales tax. It would destroy one of the major 
purposes of a governmental operation, and would violate, in my judgment, a 
fundamental principle of sound government. 

I submit these views to you for such use as they may be in the continuing 
study which I understand your committee is making of this subject. I am sure 
that the findings and observations of your committee, and the record of expert 
opinion that you will gather, will be most useful to all of us who are interested 


in this matter. 
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Aprrenprix | 
[Public Law 388—84th Congress] 


[Chapter 874—-1st Session] 


[H. R. 6182] 


AN ACT To amend the Federal Property and Administrative Services Act of 1949 to make 
temporary provision for making payments in lieu of taxes with respect to certain real 
property transferred by the Reconstruction Finance Corporation and its subsidiaries to 
other Government departments 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the table of contents contained in the 
first section of the Federal Property and Administrative Services Act of 1949 is 
hereby amended by inserting immediately below “Sec. 605. Effective date.” 
the following: 


“TITLE VII—PROPERTY TRANSFERRED FROM THE RECONSTRUCTION FINANCE 
CORPORATION 


“See. 701. Declaration of Policy. 

“Sec. 702. Definitions. 

“Sec. 703. Property transferred by the Reconstruction Finance Corporation. 
“Sec. 704. Limitations. 

“Sec. 705. Effective date.” 


Sec. 2. Section 3 of such Act is hereby amended by inserting immediately 
after “As used in” the following: “titles I through VI of”. 

Sec. 3. Such Act is hereby further amended by adding at the end thereof the 
following : 


“TITLE VII—PROPERTY TRANSFERRED FROM THE RECONSTRUCTION 
FINANCE CORPORATION 


“DECLARATION OF POLICY 


“Sec. 701. The Congress recognizes that the transfer of real property having a 
taxable status from the Reconstruction Finance Corporation or any of its sub- 
sidiaries to another Government department has often operated to remove such 
property from the tax rolls of States and local taxing authorities, thereby creating 
an undue and unexpected burden upon such States and local taxing authorities, 
and causing disruption of their operations. It is the purpose of this title to 
furnish temporary measures of relief for such States and local taxing authorities 
by providing that payments in lieu of taxes shall be made with respect to real 
property so transferred on or after January 1, 1946. 


“DEFINITIONS 


“Seo. 702. As used in this title— 

“(a) The term ‘State’ means each of the several States of the United States 
and the Territories of Alaska and Hawaii. 

“(b) The term ‘real property’ means (1) any interest in land, and (2) any 
improvement made thereon prior to any transfer thereof occurring on or after 
January 1, 1946, from the Reconstruction Finance Corporation to any other 
Government department, if for the purpose of taxation such interest or improve- 
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ment is characterized as real property under the applicable law of the State in 
which such land is located. 

“(ce) The term ‘local taxing authority’ means any county or municipality, and 
any subdivision of any State, county, or municipality, which is authorized by 
law to levy and collect taxes upon real property. 

“(d) The terms ‘real property tax’ and ‘real property taxes’ do not include any 
special assessment levied upon real property after the date of a transfer of such 
real property occurring on or after January 1, 1946, from the Reconstruction 
Finance Corporation to any other Government department. 

“(e) The term ‘Government department’ means any department, agency, or 
instrumentality of the United States, except the Reconstruction Finance 
Corporation. 

“(f) The term ‘transfer’ means— 

“(1) a transfer of custody and control of, or accountability for the care 
and handling of, any real property, or 
“(2) a transfer of legal title to any real property. 

“(g) The term ‘Reconstruction Finance Corporation’ includes all subsidiaries 

of the Reconstruction Finance Corporation. 


“PROPERTY TRANSFERRED BY THE RECONSTRUCTION FINANCE CORPORATION 


“Sec. 703. Where real property has been transferred on or after January 1, 
1946, from the Reconstruction Finance Corporation to any Government depart- 
ment, and the title to such real property has been held by the United States 
continuously since such transfer, then on each date occurring on or after January 
1, 1955, and prior to January 1, 1959, on which real property taxes levied by any 
State or local taxing authority with respect to any period become due, the 
Government department which has custody and control of such real property 
shall pay to the appropriate State and local taxing authorities an amount equal 
to the amount of the real property tax which would be payable to each such 
State or local taxing authority on such date if legal title to such real property 
had been held by a private citizen on such date and during all periods to which 
such date relates. 

“LIMITATIONS 


“Sec. 704. (a) The failure of any Government department to make, or to make 
timely payment of, any payment authorized by section 703 shall not subject 

“(1) any Government department, or any person who is a subsequent 
purchaser of any real property from any Government department, to the 
payment of any penalty or penalty interest, or to any payment in lieu of 
any penalty or penalty interest; or 

“(2) any real estate or other property or property right to any lien, 
attachment, foreclosure, garnishment, or other legal proceeding. 

“(b) No payment shall be made under section 703 with respect to any real 
property of any of the following categories: 

“(1) Real property taxable by any State or local taxing authority under 
any provision of law, or with respect to which any payment in lieu of taxes 
is payable under any other provision of law. 

“(2) Real property used or held primarily for any purpose for which 
real property owned by any private citizen would be exempt from real 
property tax under the constitution or laws of the State in which the 
property is situated. 

“(3) Real property used or held primarily for the rendition of service to 
or on behalf of the local public, including (but not limited to) the following 
categories of real property : courthouses ; post offices and other property used 
for purposes incidental to postal operations; and federally owned airports 
maintained and operated by the Civil Aeronautics Administration. 

“(4) Office buildings and facilities which are an integral part of, or are used 
for purposes incidental to the use made of, any properties described in 
paragraph (1), (2), or (8) of this subsection. 

“(e) Nothing contained in this title shall establish any liability of any Govern- 
ment department for the payment of any payment in lieu of taxes with respect 
to any real property for any period before January 1, 1955, or after December 
31, 1958. 


“EFFECTIVE DATE 


“Src. 705. This title shall take effect as of January 1, 1955.” 
Approved August 12, 1955. 
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Part I 





SUMMARY AND RECOMMENDATIONS 
Chapter I 


PROPERTIES NOT ASSOCIATED WITH SHARED 
REVENUES 


The Federal Government is the greatest property owner in the 
country with vast and varied holdings covering about one-fourth of the 
land area of the country and including personal property as well as 
real estate (see pp. 21-24). Under the intergovernmenta] tax immuni- 
ties doctrine all Federal property is immune to ad valorem taxation 
by States and local governments. This Federal immunity has been 
the source of widespread complaints from local governments which 
generally rely on the property tax as their chief source of revenue 
(see pp. 24-26). These complaints have multiplied with the expan- 
sion of Federal property holdings and especially of those properties 
devoted to uses comparable to uses made of privately owned properties, 
such as commercial and industrial uses (see pp. 26-29). 

The Committee has undertaken to review problems of State and 
local government arising from the Federal immunity to property 
taxation and to recommend a policy to be adopted by the Federal 
Government for best meeting those problems. This task has been 
directed at one of the most sensitive areas of intergovernmental fiscal 
relations, although it is only a single aspect of the entire problem of 
intergovernmental tax immunities (see p. 20). The basic objective 
of the Committee’s study has been to secure substantial equity as 
between Federal and local taxpayers. As the Federal Real Estate 
Board said in its report (1943) : 

The cost of national functions and programs should not impose an undue 
burden on local taxpayers through Federal tax exemptions; neither should the 
Federal taxpayer be required to support unjustified subsidies to the localities 
containing Federal lands. 

Accordingly, the Committee was guided by the consideration, among 
others, that-it was generally fair that the costs of local government 
allocable under the property tax system to an item of federally owned 
property should be borne by the Federal taxpayer if the property 
serves primarily @ national or broad regional purpose and conversely, 
by the local taxpayer if the property serves primarily a local purpose. 
This general guide, while providing the touchstone for many of the 
recommendations made by the Committee, was not considered in iso- 
lation. Other considerations exerted a similarly important role in 
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molding the Committee’s recommendations (see pp. 34-35). Federal 
properties devoted to uses comparable to those made of private prop- 
erties appeared, in general, to deserve the same obligation of support- 
ing local government and the same exemptions from this obligation as 
similar privately owned properties. Furthermore, practical consid- 
erations suggested both that property long in Federal ownership and 
immune from payment requirements should not now be obliged to 
contribute to the costs of local government and that existing arrange- 
ments for Federal payments which have been operating to general 
satisfaction should be left largely undisturbed. 

The Committee observed that although for most Federal properties 
the Federal Government makes no contribution to the support of local 
governments, it does, under existing statutes, make payments for some 
of its properties. These payments variously take the form of tax 
payments, administratively determined payments in lieu of taxes, 
and a sharing of income receipts from operations on Federal 
properties (see pp. 29-31). 

To find a policy concerning payments for Federal property hold- 
ings which would most appropriately balance the equities between 
Federal and local taxpayers, the Committee explored several alterna- 
tive approaches (see pp. 39-51). It concluded that the solution to the 
problem could be found only within the framework of considerations 
germane to the property tax (see pp. 53-54). All the recommenda- 
tions of the Committee rest upon this basic conclusion. The Com- 
mittee was aware, however, that the property tax criterion as a meas- 
ure of the amount of the Federal property owner’s responsibility to 
contribute to local government support is subject to some limitations. 
These limitations spring from several factors: The diverse character 
of Federal properties and the variety of uses to which they may be 
put, some serving primarily national and others primarily local pur- 
poses; the varying service burdens of different Federal properties on 
State and local governments and, conversely, the varying service bene- 
fits which they confer on those governments to lighten the costs of sup- 
plying local public services; the similarity and contrasts in uses made 
of Federal properties to uses made of private properties, with some 
Federal properties resembling and others differing from properties 
comprising the property tax bases of most local governments; and the 
varying effects of Federal acquisition of different properties upon local 
tax bases, with some properties predating the Republic itself and 
others acquired intermittently during the intervening years with the 
consequence that different communities and the owners of taxable 
properties within their borders have had varying times to adjust, 
insofar as this is possible, to the presence of Federal properties. 

During the course of its study, the Committee has paid special 
heed to the necessity for finding a solution to the problem which would 
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maintain and promote sound government at all levels of our Federal 
system. Since local governments have been primarily affected by the 
existing situation, the Committee proceeded from the compelling need 
to maintain robust local government. This is not merely in the sole 
interest of local communities. The States and the Nation share in the 
general interest to maintain financially sound local governments. On 
the other hand, the Committee deliberately sought solutions which 
would safeguard the Federal Treasury from unwarranted demands. 
The interest of the Federal Government in maintaining its financial 
strength mirrors the vital interest which citizens of local govern- 
ments have in the same subject. The situation, in the Committee’s 
view, is one calling for balanced judgment and reasonableness. 

The goal of finding a solution which would help preserve financially 
healthy local governments is realized in the Committee’s conclusions 
that the Federal Government should inaugurate a broader system of 
payments to local governments by reason of its property holdings 
and that these payments should be responsive to the property tax 
system as the system generally accepted for allocating among property 
holders the costs of supporting local government. The aim of safe- 
guarding the financial interests of the Federal Government is achieved 
by the compounded results of several Committee recommendations. 
These inhere in the broad category of properties exempted from any 
payment requirement whatsoever, in the restrictive definitions of prop- 
erties for which Federal consent to local taxation was proposed, and 
in the provisions suggested for limiting the amounts of payments in 
lieu of taxes. These latter provisions contemplate both Federal off- 
sets to tax equivalent amounts and, of even greater significance, 
maximum limits or ceilings upon Federal payments in lieu to any 
individual tax jurisdiction. The safeguarding of the Federal finan- 
cial interest may also be found in the narrow definition of personal 
property made subject to Federal payment requirements and in the 
recommendations for a cutoff date which would generally absolve the 
Federal Government from all payment obligations on properties ac- 
quired before that date. 

The Committee has distilled its conclusions from a number of con- 
siderations frequently complicated and frequently conflicting. Its 
recommendations represent a blending of considerations of equity, 
logic, tradition, and practicality. The result is an integrated set of 
recommendations, with the terms of any particular recommendation 
frequently being determined by reference to or in relation to the terms 
of other recommendations. In the Committee’s view, the composite 
set of recommendations balances equities as between Federal and local 
taxpayers on scales adjusted to give appropriate weight to special 
factors bearing upon intergovernmental fiscal relations in this field. 

Accurate information on the amount of Federal payments which 
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would be made under the Committee’s recommendations is not obtain- 
able. A general estimate of the magnitudes involved may be derived 
from rough calculations based upon estimates for bills which were 
before the Eighty-third Congress. This indicates a range of annual 
payments under the Committee’s recommendations in the neighbor- 
hood of $200-$260 million for Federal property holdings as of June 
30, 1958. 

The Committee believes that its recommendations provide a reason- 
able and fair solution to the problem presented. Their adoption 
should serve effectively to remove a source of friction in sensitive inter- 
governmental relationships. Their adoption will promote the finan- 
cial integrity and independence of loca] governments and at the same 
time safeguard Federal finances, thus strengthening our whole Federal 
system.* 


Recommendations 


1. Congress should not consent to payment of property taxes or any 
payments in lieu of property taxes on the categories of properties 
enumerated below. This immunity should not extend to special assess- 
ments (see Recommendation 7) : 

a. Property which, if privately owned or used, would by reason 
of its use be exempt from taxation under the laws of the State of 
situs. 

b. Property used or held primarily for services to the local public, 
including but not limited to the following types of properties: 
Courthouses; post offices and properties incidental to local postal 
operations; weather stations and observation posts; assay offices; 
local irrigation projects; sanitation projects; federally owned air- 
ports maintained and operated by the Civil Aeronautics Administra- 
tion; and properties used for experimental, testing or research 
purposes, such as a pilot plant, experimental farm, testing station, or 
laboratory, if the activities associated therewith serve primarily 
the local public. 

e. Office buildings not associated with commercial or industrial 
activities and not included in Recommendation 2, customhouses, 
facilities for coining money and printing currency, bullion deposi- 
tories, river and harbor improvements, prisons, reformatories, de- 
tention farms, hospitals, dispensaries, outpatient clinics, homes for 
2 Mr. Folsom has added the following note at this point: “The impact of the Committee's 

recommendations on the Federal budget must be considered by the Commission. The cost 
of these recommendations would be roughly $250 million. The Committee was not asked 
to suggest possible ways to raise the $250 million but I believe that the Commission should 
do so. One possibility which I would suggest is an examination of those intergovernmental 
tax immunities which benefit State/local governments at the expense of the Federal 


Treasury. Adjustments in these areas could produce Federal revenues to offset in large 
part the cost of the Committee’s recommendations.” 
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the aged, sanitaria, quarantine and immigration stations, cemeteries, 

Coast Guard aids to navigation, Civil Aeronautics Administration 

aids to air navigation, beacons, facilities used in the police and regu- 

latory functions of the Federal Government (other than those which 
are incidental to or an integral part of the properties included in 

Recommendations 2 or 3) and military and naval installations (but 

not those engaged in industrial or commercial activities) such as 

forts, camps, armories, observation posts, guard posts, proving 
grounds and airfields. 

d. Property which under Federal law is subject to a payment to 
a State or local government of any portion of the revenue derived 
from its use or from the sale of such property or any of its products 
(revenue-sharing arrangements). 

e. Stocks of strategic and critical materials and of agricultural 
commodities and other personal property which is not incidental 
to industrial or commercial activities. 

2. The Federal Government should consent to nondiscriminatory 
State and local taxation of the following categories of properties in 
accordance with the laws of the State of situs: 

a. Properties acquired by the Federal Government to protect its 
financial interest in connection with loans or contracts of insurance 
or guarantee, such payments to continue until the property has been 
disposed of or placed in permanent use by the Federal Government. 

b. Properties sold by the Federal Government under conditional 
sales contract or leased to taxable persons. 

3. The Federal Government should make payments in lieu of prop- 
erty taxes on the following categories of properties, other than those 
enumerated under Recommendations I and 2: 

a. Commercial and industrial properties, including properties 
employed by private contractors or subcontractors in the perform- 
ance of contracts with the Federal Government, title to which has 
passed to the Federal Government pursuant to any partial or ad- 
vance payment contract clause. 

b. Properties used or held for activities which serve primarily 
national or broad regional interests rather than those of the local 
public. 

c. Rental housing other than low-rent housing. 

The payments in lieu of taxes should be equivalent to the amount 
of taxes which would be assessable against the property if taxable, 
according to its value as determined by the established tax procedures 
of the taxing jurisdiction, including all provisions for administrative 
and/or judicial review of assessments, tax rates, or levies in accordance 
with applicable laws governing assessments and taxation, provided 
that Federal property is treated on the same basis and accorded the 
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same safeguards as non-Federal properties. Payments thus established 
should be adjusted as follows: 


(i) Reduced for the local cost of specific and customary State 
or local governmental services provided at Federal expense to the 
taxing jurisdiction or its residents, or the Federal property, or 
Federal employees and their families who reside within the taxing 
jurisdiction. The amount of this reduction should be based on 
the unit cost of the particular services to the taxing jurisdiction, or 
in the absence of such unit cost data should be based on the unit 
cost in comparable nearby taxing jurisdictions. 

(ii) Increased by the amount of the expenditures incurred by 
the taxing jurisdiction in providing specific services to the Federal 
property which it does not customarily provide to non-Federal 
properties. 


The amount of adjustments (i) and/or (ii), if any, should be deter- 
mined by the Federal Review Board (see Recommendation 8) on ap- 
plication of either the taxing district or the Federal agency owning the 
property. Where properties of more than one Federal owning agency 
are located within the taxing district, the Federal Review Board should 
allocate any adjustments made under (i) and/or (ii) among the Fed- 
eral properties involved. 

Local property assessing jurisdictions containing Federal proper- 
ties deemed to be subject to payments in lieu of taxes hereunder should 
be required to file, with the Federal owning agency, applications for 
such payments on forms prescribed by the Federal Review Board. 
The application should contain a statement by the legally constituted 
assessing authority showing the property values proposed as the basis 
for computing tax equivalents hereunder. Such application should 
also advise the Federal property-owning agency of the steps necessary 
to be taken to secure administrative and/or judicial review of the valu- 
ation of the property as fixed by the assessing authority under the laws 
of the State of situs applicable to assessments of property for taxation. 
The application should also contain a statement by an appropriate 
fiscal authority on behalf of the taxing jurisdictions involved showing 
the applicable tax rates and the statutory procedures to be followed to 
secure review of any objections to such rates. 

Federal agencies owning properties subject to payments hereunder, 
if requested by the legally constituted assessing officer of the taxing 
jurisdiction in which the property is located, should supply such state- 
ments or reports with reference to the property as may uncer appli- 
cable laws be required of the owners of taxable property. 

To prevent disproportionate Federal contributions to particular 
communities, the total amount of payments to any taxing district for 
those properties described in paragraphs (a) and (5) of this recom- 
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mendation which are located therein should be subject to the following 
limitation : 

If the total payment to any taxing district in any year, as com- 
puted hereunder, exceeds the total taxes levied against all non- 
Federal taxable property in the district, the Federal Review Board 
(see Recommendation 8) should determine whether or not the com- 
puted total payment would confer unwarranted benefits upon the 
taxing jurisdiction, contrary to the interests of the taxpayers of 
the United States, and should fix the total payment at such sum 
as it shall deem fair and reasonable, but in no event at a sum less 
than the total taxes levied against all non-Federal taxable properties 
within the taxing district. Where properties of more than one Fed- 
eral owning agency are involved, any reduction in the total payment 
determined hereunder should be apportioned among the Federal 
properties in accordance with their respective values as otherwise 
determined under this recommendation.” 

No payment should be made to a State or local government which 
declines to provide services to the Federal property or its residents 
or employees and their families upon the same terms as are accorded 
to other properties, residents, or persons, unless the Federal property- 
holding agency deems the provision of such services to be unnecessary 
or undesirable. 

These payments should be made by the Federal agency charged with 
the administration of the particular property. 

4. Recommendations 2 and 3 should not apply to properties acquired 
by the Federal Government before September 8, 1939 unless the Con- 
gress has specifically authorized the payment of property taxes or 
payments in lieu of taxes on account of such properties.* 

5. The Federal Government should make transitional payments in 
Jieu on Federal properties described in category (c) of Recommenda- 
tion 1 which would not also fall within category (a), (0) or (e). 
These transitional payments should be made over a 10-year period in 
diminishing amounts. With respect to properties in Federal owner- 
ship at the time of the enactment of the legislation here proposed, 
transitional payments should be limited to properties acquired within 
the immediately preceding 10 years. 

6. In all the foregoing Recommendations, the term “property” in- 
cludes “real property” and “tangible personal property” according to 
the legal definitions of these terms in the State of situs. 

7. The Federal Government should consent to the payment of spe- 
cial assessments to finance local improvements where both non-Federal 





*Mr. Folsom, while in general agreement with Recommendation $, does not concur in 
the Committee’s recommendations concerning payment limitations to prevent dispropor- 
tionate Federal contributions. His alternative proposals are set forth in footnote 3, p. 66. 

* Mr. Folsom does not concur in recommending the date of September 8, 1939. His views 
are set forth in footnote 4, p. 69. 
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and Federal properties are included in the benefited district and sub- 
jected to the assessment, provided that Federal property is treated on 
the same basis and accorded the same safeguards and exemptions as 
non-Federal properties. 

8. Congress should authorize and direct the President to appoint 
an administrative Review Board, composed of three members who 
should have responsibility for: 

a. Promulgating rules and regulations governing the payment 
program and assuring that all property-owning Federal agencies 
pursue uniform payment policies. 

b. Determining the amount of adjusted payments in lieu of taxes 
under Recommendation 3. 

c. Resolving, as an appellate body, Federal and State/local dif- 
ferences arising under this program. 

d. Submitting annual reports to the President. 

An advisory committee should be established to consult and advise 
the administrative Review Board with respect to the administration 
of the payment program. This Committee should consist of heads 
of Federal agencies and representatives of State and local govern- 
ments, and of the public. This Committee should recommend to the 


President such changes in the payments legislation as it deems 
necessary. 
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Chapter 2 
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Part Il 


GENERAL INTRODUCTION 


Chapter 3 


INTRODUCTION AND SCOPE OF REPORT 


The Committee has been charged with the duty of studying fiscal 
problems of State and local governments arising from the immunity of 
federally owned property to State and local ad valorem taxation and 
of recommending a Federal policy for best meeting these problems. 
In the course of its study, the Committee has heard officials of local 
governments having Federal properties within their jurisdictions, 
representatives of local government associations, and officials of Fed- 
eral property-holding agencies, including the Defense, Interior, and 
Agriculture Departments, the General Services Administration, the 
Atomic Energy Commission, the Reconstruction Finance Corporation, 
and the Tennessee Valley Authority. The opinions and recommenda- 
tions of other Federal agencies have also been reviewed. In addition, 
the Committee acknowledges the valuable legacy of reports of previous 
groups which have examined the problem.’ These reports together 
with all other pertinent literature concerning the problem have been 
carefully studied. 

After full deliberation, the Committee has formulated its recom- 
mendations for future Federal policy in this field. These are set forth 
later in this report. 


1 Federal Ownership of Real Estate and its Bearing on State and Local Tazation, Washb- 
ington: U. 8. Government Printing Office, 1939, 19 p. (76th Cong., 1st sess., H. Doc. 111) ; 
Federal Contributions to States and Local Government Units with Respect to Federally 
Owned Real Estate, Washington : U. 8S. Government Printing Office, 1948, 50 p. (78th Cong., 
Ist sess., H. Doc. 216). Federal, State, and Local Government Relations, a report to the 
Secretary of the Treasury by a Special Committee, Washington: U. 8. Government Print- 
ing Office, 1948, 595 p. (78th Cong., 1st sess., S. Doc. 69), pp. 269-296; Federal-State 
Relations by the Council of State Governments. Report of the Commission on the Organi- 
zation of the Executive Branch of the Government, Washington : U. 8. Government Printing 
Office, 1949, 297 p. (S8ist Cong., 1st sess., 8S. Doc. 81), pp. 114-118; Interim Report on 
Study of the Probleme in Connection with Public Lands of the United States, etc. Com- 
mittee on the Public Lands (78th Cong., 2d sess., H. Rept. 1884), September 14, 1944. 
Attention should likewise be called to the following valuable reports: Payments to State 
and Local Governments on Federally Owned Real Hetate, Statement, Division of Tax 
Research, Treasury Department, joint hearings before the Subcommittee on Intergovern- 
mental Relations of the Senate and House Committee on Expenditures in the Executive 
Departments (8lst Cong., 1st sess.), pp. 288-248; Payments to Local Governments in Lieu 
of Tawes, Mimeographed Memo, Joseph Guandole (Associate General Counsel, Housing and 
Home Finance Agency) ; Report on Tawves and Other In-Lieu Payments on Federal Property, 
May 13, 1954, Prepared for House Committee on Laterior and Insular Affairs by Raymond 
B. Manning (Senior Specialist in Taxation, Legislative Reference Service, Library of Con- 
gress), Committee Print No. 23 (83d Cong., 2d sess.). 
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The status of federally owned property under State and local prop- 
erty taxes is but one segment, albeit currently a very important seg- 
ment, of the large problem of intergovernmental tax immunities. 
This, in turn, is but a part of the gamut of problems which comprise 
intergovernmental tax and fiscal relations in the United States. 

The twin doctrines that the Federal Government may not tax State 
and local governments and that State and local governments may not 
tax the Federal Government and its instrumentalities, developed in the 
wake of Chief Justice Marshall’s opinion in McCulloch v. Maryland? 
have had far-reaching implications for all phases of Federal-State 
fiscal relations. The problems in this area of major importance today 
may conveniently be grouped into several categories : 

1. The status of Federal property under State and local property 
tax laws; 

2. The status of Federal contractors under State and local tax laws; 

8. The status of private persons and activities in Federal areas under 
State and local tax laws; 

4. The status of State and local activities under Federal tax laws; 
and 

5. The status of State and local securities under Federal tax laws 
and of Federal securities under State and local tax laws. 

This report is confined to the first of these, the tax status of Federal] 


property. Despite this restriction to a relatively narrow segment of 
the problem of Federal-State fiscal relations, the Committee recog- 
nizes that its recommendations concerning the amenability of Federal 
property to contribute to the support of State and local governments 
may have policy implications for other problems in the area of Fed- 
eral-State fiscal relations. 


* McCulloch v. Maryland (1819), 4 Wheat, 315, 17 U. 8. 815. 
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Chapter 4 


BACKGROUND OF PROBLEM 


iets ile ice al 


Dependence of Local Governments on Property Tax 


The property tax has traditionally been the chief source of revenue 
for most local governments in the United States. Recent years have 
witnessed a concerted effort in State legislatures and local governing 
bodies to free local governments of exclusive dependence upon this 
single source of revenue. In some parts of the country considerable 
progress has been made in this direction. Substantial increases in 
State aid to local governments have also contributed to relieve the 
property tax from carrying the entire burden of supporting local 
governments, Nevertheless, it remains the mainstay of most local 
revenue systems, 

Diminution of the property tax base by accretions to the category 
of tax-exempt properties poses a serious problem to the public finance 
capabilities of many communities. Resulting tax losses aggravate the 
already strained fiscal positions of local governments which generally 
have no alternate major tax sources. These losses have inspired 
suggestions for reevaluating the propriety of maintaining tax exemp- 
tion for many types of properties. While the total value of federally 
owned property is only a portion of the value of all tax-exempt 
property, it is important in amount. Increases in Federal property 
holdings by expanding the general category of tax-exempt properties 
intensify existing difficulties. 
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Nature of Federal Properties 





The types of real and tangible personal property owned by the Fed- 
eral Government are so many and varied as to defy complete listing. 
The real estate includes parks, factories, forests, grazing lands, forts, 
post offices, weather and radio stations, office buildings, housing proj- 
ects, schools, shipyards, hospitals, prisons, camps, power projects, 
arsenals, dams, wildlife refuges, lighthouses, atomic energy plants, 
docks, and a great array of other properties. Federal properties are 
both rural and urban, agricultural and industrial, residential and 
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commercial, governmental and proprietary. Some are valuable, others 
are of little value. Some produce revenue; others are maintained at 
public expense. Some profoundly affect the economic life of their 
j communities ; others have little or no effect. Some are in Federal cus- 
‘ tody; others are leased to public or private persons. Some serve pri- 
marily national or regional interests; others primarily the local public. 
Some have been removed from local tax rolls by Federal acquisitions; 
others have never been taxed. Some are temporary holdings; others 
permanent. 

The general uses to which Federal real property is put are also many 
and varied. The Federal Real Estate Board in 1939 classified such 
uses to include, among others, the general administration of govern- 
ment, services to the local public, care of wards of the government, 
national defense, development and protection of commerce, land 
utilization and conservation, low-rent and defense housing, Indian 
welfare, conservation and utilization of water resources, and research 
and experimental work. To these may be added the production and 
utilization of atomic energy and other uses reflecting activities in which 
the Federal Government was not engaged when the Board made its 
report.. 

Federally owned tangible personalty includes articles of almost 
every type. It includes all the articles necessary to administer the 
Federal Government and carry out its purposes and operations. 
Under the control of the Defense Department alone, Federal person- 
alty includes almost every conceivable item from baby food to battle- 
ships. Federal holdings are not limited to consumers’ goods but in- 
clude inventories of raw materials, semifinished goods and finished 
products, as well as industrial machinery and equipment. No Fed- 
eral personal property has ever been subjected to State or local prop- 
erty taxation. 
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Lack of Inventory 


There is no inventory of Federal properties. Without an inven- 
tory or State and local data on the value of tax-immune Federal prop- 
erties, it is not possible to estimate with reasonable accuracy either the 
extent or the value of Federal properties. All groups which have 
grappled with the problem under study by this Committee have been 
handicapped by the lack of a reasonably accurate inventory, and over 
10 years ago both the Federal Real Estate Board and the Special Com- 
mittee of the Treasury Department on Intergovernmental Fiscal Re- 
lations urged the compilation of a record of Federal realty holdings 
and its maintenance on a continuing basis. Recently the compila- 
tion of such an inventory has been started;* and another survey of 
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1GSA Cire. No. 80, December 18, 1953, and Sup. No. 1, March 8, 1954. 
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certain Federal realty (excluding the public domain, national forests, 
national parks, and reservoir areas related to land reclamation, power 
and similar projects) to determine surpluses available for sale has 
been initiated.2 Neither inventory, however, will include the impor- 
tant category of tangible personal property, or any property outside 
the continental United States. 


Area and Value of Federal Property 


Although the lack of an inventory obscures the extent of personal 
property holdings, the Federal land acreage is known. The Federal 
Government owns nearly 456 million acres, or almost one-quarter of 
the total land in the country. (See appendix A, p. 177.) These lands 
vary enormously in physical characteristics, value, utilization and im- 
portance to the community. They range from large areas with rela- 
tively worthless desert expanses and mountain peaks to small tracts 
containing highly developed and valuable industrial and atomic 
energy plants. 

While the value of neither realty nor personalty owned by the Fed- 
eral Government is known, one study estimated the value of Federal 
real property in 1937 at 2.89 percent of the assessed value of all pri- 
vately owned assessed property. A 1948 estimate for the 11 Western 
States placed the ratio for those States at 12.83 percent,‘ a figure ad- 
mittedly too low since much Federal property in those States was 
omitted. This figure provides little aid in gaging the importance of 
Federal property in the country as a whole, however, since on the one 
hand, the States concerned contain almost 90 percent of the area of 
all Federal rural] holdings and, on the other, probably contain fewer 
Federal urban properties of high value than many other States. 

Estimates by the Bureau of the Budget on the value of “defense 
production facilities” owned by the Federal Government which would 
be subject to taxation and payments in lieu of taxes in fiscal year 1954 
under the Knowland bill (S. 2473, 83d Cong., 1st sess.) indicate realty 
of $2,381,991,000 and personalty of $9,081,852,000, a total of $11,463,- 
843,000.5 The property included is a very restricted, although an 
important part of al] Federal property. It is limited to property 
acquired, owned, or used for industrial or commercial purposes con- 

*Joint release of General Services Administration and Bureau of the Budget dated 
December 30, 1953. 

3 Federal Ownership of Real Hatate and Its Bearing on State and Local Tagation, 
appendix A. A message from the President of the United States (76th Cong., 1st sess.), 
» eae Education Association, Status and Fiscal Significance of Federal Lands in 
the Eleven Western States, 1950, p. 144, 


5 Hearings, Subcommittee on Legislative Program, Committee on Government Operations 
(88d Cong., 2d sess.), on S. 2473 and H. R. 5605, June 2-3, 1954. 
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nected with national defense. From this category are excluded Atomic 
Energy Commission properties and the stockpile of strategic and 
critical materials. This restricted category of Federal property is 
further limited, with certain exceptions, to property acquired after 
June 30, 1950. The Federal realty consists of land and improvements; 
the personalty is made up of machinery, equipment, and inventories 
of raw materials, goods in process, products, and components. 


Distribution of Federal Holdings 


Overall statistics, as valuable as they would be, would not in any 
event indicate the full measure of the problem. It is the distribution 
of Federal holdings rather than the mere totality which creates the 
problem. If Federal properties represented a reasonably uniform 
proportion of taxable property in each of the thousands of local taxing 
units throughout the country, no urgent problem would arise out of 
the immunity of Federal property to local taxation. To be sure, pay- 
ment of the costs of local government fairly allocable under the prop- 
erty tax system to the Federal property would be borne by local 
taxpayers rather than by Federal taxpayers. But the equality of 
Federal load on all communities and the general distribution of 
Federal taxpayers would presumably mute local dissatisfaction and 
agitation for change in the tax status of Federal property. 

Actually, however, Federal holdings are very unevenly distributed. 
Areawise, 11 States have within their boundaries more than four-fifths 
of the federally owned lands; each of 5 States has less than 1 percent. 
The distribution is shown in appendix A. Within the States distribu- 
tion of Federal property among taxing districts is probably even more 
disparate. Distribution statistics reflecting values of Federal proper- 
ties do not exist. However, the effects of the uneven distribution of 
Federal properties are, no doubt, compounded when consideration is 
given to the scattered locations among local government areas of 
highly developed Federal industrial plants with their valuable ma- 
chinery, equipment, and inventories of goods. 


Fiscal Impact of Tax-Immune Federal Properties Upon Indi- 
vidual Communities 


The Committee has not been able to obtain comparable data con- 
cerning the fiscal impact of Federal property ownership on individual 
local governments. In the absence of such data some appreciation of. 
the impact may be derived from descriptions by local government 
spokesmen of conditions in particular communities. These descrip- 
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Illustrative cases are presented in appendix B (p. 178). 


Potential Revenue From Tax on Federal Property 


Although information regarding the total revenues which States 
and localities would receive by taxing all Federal property is not an 
accurate gage of the problems involved in the immunity of Federal 
property to taxation inasmuch as it does not show the impact of 
Federal holdings upon individual communities, it would nevertheless 
be helpful. But even for this type of information reliable estimates 
are lacking. It would require on a nationwide basis an inventory 
of Federal property, comparable data on the relationship of assessed 
to true value for tax purposes, and data on tax rates—none of which 
exists. However, computations based upon an incomplete estimate 
of Federal realty holdings in 1937 indicated that Federal properties 
would have yielded $91 million yearly in taxes.’ Federal realty hold- 
ings have vastly increased since then, and a later study indicates that 
the tax yield on Federal realty excluding river dam projects, would 
in 1948 have been $93.5 million annually in the 11 Western States 
alone.* Very general estimates have placed theoretical property taxes 
on all Federal property between $200 million to $300 million per year.° 

The latest estimates of potential taxes or tax equivalent payments 
on Federal property, presented by the Bureau of the Budget in hear- 
ings on the Knowland bill (S. 2473, 83d Cong., 1st sess.) amounted to 
$115-127 million for fiscal 1954.2° These estimates, however, are con- 
fined to that highly restricted although extremely valuable category of 
Federal property covered by the bill, namely, “defense production 
facilities.” For 65 Federal industrial plants covered by the provisions 
of H. R. 5605, the Bureau of the Budget estimated that annual local 
taxes would amount to $3-314 million.” 


*Interim Report on Study of the Problems in Oonnection With Public Lands of the 
United States, etc., Committee on the Public Lands (78th Cong., 2d sess., H. Rept. 1884), 
September 14, 1944; Hearings, Special Subcommittee of Committee on Government Opera- 
tions, House (83d Cong., 1st sess.) on H. R. 5605, July 20-21, 1953; Hearings, Committee 
on Government Operations, Senate (83d Cong., 1st sess.) on 8S. 2473, July 29, 1953; 
Hearings, Subcommittee on Legislative Program, Committee on Government Operations 
(83d Cong., 2d sess.), on 8. 2473 and H. R. 5605, June 2-3, 1954. 

* Federal Ownership of Real Estate and Ite Bearing on State and Local Tagation, 76th 
Cong., 1st sess., January 1939. H. Doc.111. Appendix A. 

® National Education Association, Status and Fiscal Significance of Federal Lande in the 
Eleven Western States, 1950, p. 146. 

* Keith L. Seegmiller (Secretary-Treasurer, National Association of County Officials), 
Hearinge (unpublished) before the House Committee on Public Lands on H. R. 1356, March 
2, 1949, p. 15; Joseph Guandolo (Associate General Counsel, Housing and Home Finance 
Agency), Memo prepared for sectiom on Municipal Law of American Bar Association, 
September 1952. 

%” Hearings, Subcommittee on Legislative Program, Committee on Government Operations 
(88d Cong., 2d sess.) on 8. 2473 and H. R. 5605, June 2-3, 1954. 

“A fuller discussion of this subject appears in ch. 9 of this report entitled “Costs to 
Federal Government,” pp. 75-79. 


tions have been set forth at length in various congressional reports. 
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It may be observed in passing that the highest estimates of the 
potential yield to localities from taxing Federal properties indicate 
sums which are only a fraction of the total financial grants and other 
payments now being made by the Federal Government to States and 
localities. Federal grants-in-aid alone totaled $2,732,446,000 for the 
continental United States during 1953.% These payments, of course, 
are not made as substitutes for property taxes. They rest upon a 
national interest in promoting or facilitating specific types of ac- 
tivities by States throughout the Nation rather than upon Federal 
responsibility as a local property owner. Indeed, in most cases the 
Federal grants-in-aid are distributed to States and communities with- 
out reference to the location of Federal property, and the financial 
assistance is available to communities where Federal property may be 
negligible or nonexistent. 


Growth of Federal Properties and Local Dissatisfaction 


Historically, the problem of whether the Federal Government 
should contribute to the support of local or State governments because 
of its property holdings arose primarily in the Western States con- 
taining most of the public domain. Most of these lands, however, had 
never been part of the local taxing jurisdiction, and communities, 
along with their land values and public financing arrangements, had 
grown up around the fact that the Federal lands were not subject to 
taxation. The fires of agitation for a change in the tax status of Fed- 
eral property rarely flared but smoldered away partially quenched 
by Federal arrangements for sharing income receipts from Federal 
lands with States and localities and by Federal financial grants to 
the States based in part upon Federal lands contained in the States. 
The problem of Federal immunity acquired a new aspect, however, 
through the enormous growth of Federal property ownership in the 
past 20 years out of programs involving housing and resettlement, 
expansion of national parks and forests, and vast land acquisitions 
for irrigation, flood control, reclamation and power developments. 
Much of this growth enveloped lands previously on local tax rolls. 
Realty acquisitions under the conservation programs as well as the 
withdrawal of public lands from entry were opposed because of their 
depleting effect upon the property tax base. In the areas affected, 
demands were and still are voiced that the public lands be ceded to 
the States, transferred to private taxable ownership, be subjected to 
taxation, or form the basis for tax equivalent payments in lieu of 
direct taxation. 


“4 Based on data from Annual Report, Secretary of the Treasury, on the State of the 
Finances for Fiscal Year ended June 30, 1953. 
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Finally, the national defense program, starting in 1939, greatly 
increased the value of Federal property holdings through new acqui- 
sitions for military camps, training areas, forts, airfields, and espe- 
cially for industrial plants and facilities. A new and wider geographi- 
cal concern with the tax-immune status of Federal property devel- 
oped. Even more significantly the problem assumed an urban as 
well as a rural complexion. Industrial plant acquisitions were con- 
centrated in urban areas and often reduced the local property tax 
base, Urban communities became the chief complainants against the 
immunity of Federal property to local taxation as a growing number 
of communities began to consider such acquisitions as adverse to their 
local public finances." 

The expansion in Federal ownership of industrial planfs, including 
both realty and tangible personalty, has become the chief stimulus 
to local efforts to secure consideration by the Federal Government of 

a policy of making contributions to local governments by reason of 
Federal property holdings. Local dissatisfaction with the lack of an 
adequate Federal contribution has been most pronounced in instances 
where the Federal acquisition has removed property from the tax 
rolls, But it has existed even where the Federal Government has con- 
structed new industrial plants and facilities. The attitude of local 
communities is predicated largely upon the fact that industrial instal- 
lations constitute a type of property traditionally subject to local 
taxation. They are, in fact, a vital part of the property tax base in 
most communities since the revenues derived from taxation of indus- 
trial plants greatly exceed the costs of providing local public services 
to them as compared with taxes upon and services rendered to residen- 
tial property. The difficulty in distinguishing genuine differences be- 
tween federally owned and privately owned industrial plants, either 
in the nature of their operations or in their economic effects upon local 

communities, has reinforced the attitude of local officials that Federal 

as well as private industrial plants should pay taxes or tax equivalents. 

With respect to plants producing goods for the Federal Govern- 
ment, a variety of situations may exist in any community. (1) A pri- 
vately owned and operated plant might be producing such goods; 
or (2) the Reconstruction Finance Corporation ™ or one of its sub- 


%* A spokesman for local governments maintained that “the rapidly growing amount of 
federally owned real estate has reached the point in some instances, where it threatens 
the financial integrity, if not the very existence of local government units.” Statement of 
Director, Washington Office, American Municipal Association; Hearings, Special Subcom- 
mittee, Committee on Government Operations (83d Cong., 1st sess.), on H. R. 5605, July 
20-21, 1953. 

%* The RFC Liquidation Act (act of July 30, 1953, ch. 282, title I, see. 102 (c) (d), 67 
Stat. 230) has terminated the Reconstruction Finance Corporation lending operations which 
have given rise to RFC property acquisitions. However, properties are still being acquired 
by RFC on past loans. A tin smelter and certain synthetic rubber plants have been trans- 
ferred as of June 30, 1954, from the RFC to the Federal Facilities Corporation by Execu- 
tive order pursuant to sec. 7 of the Rubber Act of 1948. The payment of taxes on 




















PAYMENTS TO STATE OR LOCAL TAXING UNITS 169 





sidiaries might own a plant which it leases to a private operator who 
produces goods for the Government; or (3) the Federal Government 
might own a plant which, under the control of the Defense Depart- 
ment, is leased to a private operator who produces goods for the 
Government; or (4) a federally owned plant operated directly by 
the Federal Government or its contractor-agent might be producing 
goods for the Government. All of these plants could be physically 
and valuewise identical, all producing the same goods in the same 
general way and for the same ultimate use. They could all employ 
laborers residing in the same community. All the plants and all the 
laborers working in each plant could receive the same public services 
provided by the local government. Plants of the first three types 
could be in competition with each other in producing goods for the 
normal civilian market, as well as for the Federal Government. Yet 
despite similarities in operations and economic effects, the tax liabili- 
ties of these plants would be completely diverse. Under present law 
the first plant would be subject to full property taxation; the second 
plant would be subject to taxation of its real property, but not of 
its personal property (machinery, equipment, and inventories) ; the 
third plant would be subject to taxation only to the extent of the 
lessee’s interest (where this is taxed); and the fourth plan would 
be completely tax immune. 

Lack of uniform tax requirements respecting all these plants has 
seemed to local tax officials to strain both logic and fairness. This 
attitude has been reinforced by the fact that in some of these plants 
there are both private and Federal realty, as well as an intermingling 
of privately owned and federally owned machinery and equipment, 
all engaged in a single, integrated production process. Here taxation 
of some of the property and exemption of the rest has not only seemed 
illogical to lecal officials, but in the case of intermingled tangible 
personalty, operation of the Federal tax immunity has imposed the 
onerous obligation upon local tax assessors of separating the taxable 
goods from the nontaxable and has increased opportunities for private 
owners to escape taxation of some of their tangible personalty. Under 
such cireumstances apprehension of local government officials has 
grown with the growth of federally owned industrial properties until 
many of them regard the existence of such tax-immune Federal prop- 
erties in their communities as an encroachment upon local fiscal in- 
tegrity and even local self-government, despite the fact that the gen- 
eral immunity of Federal property to local ad valorem taxation has 
long been a settled doctrine. 

Local governments have felt especially aggrieved in those cases 
where a transfer of property from one agency of the Federal Govern- 


these former RFC properties by the Federal Facilities Corporation is apparently con- 
templated by Public Law 663 appropriating funds for fiscal 1955. 
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ment to another has resulted in removing valuable industrial property 
from the tax rolls. Plants owned by the Reconstruction Finance 
Corporation or its subsidiaries have, by congressional consent, been 
subject to local real property taxes (but not to taxes upon personalty). 
When these plants were transferred to the control of other agencies 
of the Federal Government, they became tax immune. Under opera- 
tion of law, of course, the shift from a taxable to a nontaxable status 
was instantaneous and its impact immediately transmitted to the local 
public treasury.** Such transfers in smaller communities have in 
several cases effected a severe and sudden depletion of the property 
tax base.° The consequent increased burden imposed upon all other 
taxable property in the locality has aroused citizens and officials of 
those communities *’ to seek relief through Federal legislation. 


Present Federal Contributions 


Although the immunity of Federal property to State and local 
ad valorem taxation has long been firmly settled as a matter of con- 
stitutional law, the Federal Government by statutory provision has 
in many cases recognized some financial responsibility by reason of 
its property holdings to localities containing them. The voluntary 
assumption by the Federal Government. of responsibility for making 
some financial contribution in such cases has taken three general 
forms—revenue sharing, payments in lieu of taxes, and tax liability. 

1, Revenue Sharing.—This is an arrangement under which a speci- 
fied percentage of income received from operations on certain Federal 
properties is paid to States or localities. Historically, it is the oldest 
type of Federal payment on account of real property. As early 


% Actually the Federal Government apparently followed a policy of maintaining the 
taxable character of such properties as long as the law would permit. When plants 
became surplus to the Reconstruction Finance Corporation or its subsidiaries and adminis- 
trative control over them was transferred to other Federal agencies, such as War Assets 
Corporation and General Services Administration (which had no statutory authority to 
pay local property taxes), legal title was retained in the Reconstruction Finance Corpora- 
tion or its subsidiaries apparently for the sole purpose of preserving the tax liability. 
Such a purpose was upset by the Court of Claims in the Sedgwick County case (1952), 
128 C. Cis. R. 304, which ruled that retention of naked jegal title in the RFC 
or its subsidiary would not suffice to maintain tax liability, but that “the cloak of 
immunity descended upon the property” when responsibility for administering the prop- 
erty passed to another instrumentality of the Federal Government. 

%* Examples are Burlington, N. J., with a loss of 18.9 percent of its property tax base 
and Adrian, Mich., with a loss of 8 percent. In larger cities the relative effect would be 
less severe. In Detroit, for example, the value of all federally owned industrial property 
is only about 1 percent of the property tax base, although the absolute amount is large. 

™ Some witnesses appearing before congressional committee hearings went so far as to 
characterize the transfer of property from one Federal instrumentality to another as a 
“calculated deliberate abuse of (the) Federal tax exemption”, a “deliberate tax evasion”, 
a “tax-dodging practice”, or that it “sponged off the (local) taxpayers”, or resulted in a 
“revenue squeeze’, or a “serious inequity.” See Hearings, Special Subcommittee of 
Committee on Government Operations, House (83d Cong., 1st sess.) on H. R. 5605, July 
20-21, 1953. Cf. footnote 13, 
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as 1808 the act admitting Ohio to the Union provided that the State 
would receive 3 percent of the proceeds from the sale of public lands 
within it. This provision became a common one in subsequent statutes 
admitting other States, Revenue sharing has been applied to national 
forests, grazing lands, mineral lands, wildlife refuges, certain oil 
and gas lands, certain flood-control lands, power operations of the 
Tennessee Valley Authority, and other properties. Authorizations to 
share revenues are derived from numerous individual statutes and 
percentages paid range from 5 percent to 50 percent (and possibly 
75 percent). A description of the statutory provisions appears at 
appendix C (p. 180). 

2. Payments in Lieu of Tawes.—In some cases statutes authorize 
payments to States or local units based on the value of the Federal 
property or the cost of local public services rendered to it or to 
persons occupying it. In others, they are based on tax equivalents 
with adjustments for burdens and benefits conferred on the com- 
munity by the Federal property, the amount of such services supplied 
by the property to the community, and other factors. Specific statu- 
tory provisions are variable. (See appendix D, p. 183.) Some require 
payments; some merely permit payments. Generally, the amounts 
paid are established by negotiation and agreement between the Federal 
property-owning agency and the State or local government, but the 
final authority is the Federal agency. This type of Federal pay- 
ment has been utilized especially for housing properties of the Hous- 
ing and Home Finance Agency, but has also been employed for 
certain national forests, Atomic Energy Commission properties, sur- 
plus properties, and certain reclamation properties. 

3. Consent to Ad Valorem Tax Liability.—Congress has shown little 
disposition to consent to the taxation of Federal property. The con- 
sent given has been largely limited to the property of Federal bank- 
ing or credit institutions.* The properties affected have been 
principally those acquired by foreclosure or other processes to protect 
the Federal financial interest in them arising out of Federal lending 
operations. Such property is generally intended to be held by the 
Federal agencies temporarily pending disposition to private persons. 
The Federal ownership is usually a mere interlude between owner- 
ship of the property by private persons. The Federal consent to 
taxation of this property recognizes the undesirability of a temporary 
removal of the property from the tax rolls. 

The most important instance of Federal consent to taxation has 
been that applicable to the properties of the Reconstruction Finance 
Corporation and its subsidiaries, such as the Defense Plants Corpora-. 
tion. These Government corporations became owners of valuable 


% See appendix E, p. 186. 
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industrial plants which were generally leased to private contractors. 
The real property in these industrial installations, like all other real 
property of these Government corporations has been subject to taxa- 
tion within the broad terms of the Federal statutory consent. The 
tangible personalty, such as machinery and equipment as well as 
inventories of raw materials and finished goods, has not been subject 
to taxation. 


Federal Property Upon Which No Payment Is Made 


Remaining outside the corpus of Federal property requiring some 
local payment is a huge category of properties most of which are 
largely devoted to. traditional governmental functions or primarily 
serving local purposes. These noncontributing properties include 
office buildings for general government administration, courthouses, 
post offices, weather stations, customhouses, mints, hospitals, ceme- 
teries, immigration stations, penal institutions, lighthouses, radio 
stations, most reclamation projects, national parks, river and harbor 
works, and flood control projects, most of the public domain, and 
national defense properties such as forts, camps, navy yards, military 
airfields, arsenals and industrial plants. 


Summary Evaluation of Existing Payment Arrangements 


The present arrangements for Federal payments have developed in 
a more or less unrelated way out of the provisions of fifty or more 
separate statutes. The individual laws represent the results of com- 
promise and expediency growing out of the diverse character of the 
Federal properties, their variable uses and effects upon their communi- 
ties, and their different means and times of acquisition. This piece- 
meal development of heterogeneous provisions lacking a common 
principle has been widely criticized as imposing unequal burdens on 
different local governments. Dissatisfaction has mounted with the 
growth of properties in Federal ownership. 


Past Studies of Problem 


The quest for a system of more satisfactory and less discriminatory 
payments has gone on for years. In 1935 a Presidential Committee 
(Secretary of the Treasury, Attorney General, and Acting Director of 
the Bureau of the Budget) was appointed to study the problem. In 
1939 the Federal Real Estate Board was established to investigate 
the situation. And in 1941, a special committee of the Treasury De- 
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partment examined the question. All these groups filed reports with 
recommendations for action.” In a 1949 Conference of Federal, State, 
and Local Officials concerned with Intergovernmental Fiscal Relations 
it was agreed that the Bureau of the Budget should develop compre- 
hensive recommendations for dealing with the problem. The result 
was a draft bill designed to establish a more uniform treatment of 
similar Federal properties according to certain basic principles.” 
Meanwhile, Congress at every recent session has been bombarded with 
bills on the subject, many of which have been framed to meet local 
situations. In the Eighty-third Congress, at least 23 bills of varying 
comprehensiveness were pending.” In general, no action has been 
taken either on the recommendations of the specific study groups or 
on the proposed legislation. 


1” See footnote 1, ch. 3. 

~ §. 788, H. R. 327; H. R. 2002; H. R. 2103 (83d Cong., 1st sess.) ; Executive Communi- 
cation No, 722, Regarding Payments in Lieu of Taxes, August 16, 1951. 

“™§. 788, S. 990, S. 1706, 8S. 2473, H. R. 206, H. R. 276, H. R. 327, H. R. 2092, H. R. 
2108, H. R. 368, H. R, 466, H. R. 508, H. R. 552, H. R. 1002, H. R. 1863, H. R. 2572, 
H. R. 4460, H. R. 5605, H. R. 5937, H. R. 6534, H. R. 7401, H. R. 7782, H. R. 9065. 
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Chapter 5 


GUIDING CONSIDERATIONS 


The Committee has searched in vain for a universal principle or 
set of principles capable of resolving the extent to which the Federal 
Government as the owner of property should contribute to the support 
of State and local governments. Generally accepted principles which 
would authoritatively indicate an answer as well as provide an appro- 
priate frame for its philosophical justification do not exist. Instead 
there exists only the settled principle which creates the problem, 
namely, the intergovernmental tax immunities doctrine. 

If the Federal system of government were being created anew today, 
the desirability of this doctrine might be debated. It certainly has 
raised vexing problems, has limited the tax bases of Federal, State, 
and local governments and has been used to nullify or frustrate acts 
by one level of government which pose little real threat to the exist- 
ence or independence of the others. The course of Supreme Court 
decisions defining the scope of the doctrine, sometimes expanding, 
sometimes contracting the immunity privileges, alone, reveals the 
perplexing problems which have arisen under it. At the same time it 
must be conceded that preoccupation with problems arising from the 
doctrine may obscure others which would have developed in its 
absence. In any event, the general desirability of intergovernmental 
tax immunities is not an issue before this Committee. Nor need the 
Committee review the propriety of the immunity doctrine’s continued 
application to exclude Federal property from State or local ad valorem 
taxation in the absence of congressional consent. The issue ¢s not the 
validity or propriety of the doctrine but simply whether Congress 
should consent to make a contribution of some type to the costs of 
State and local government because of the presence of Federal prop- 
erty. This consent can be given and withdrawn at will without dis- 
puting the doctrine itself. It has been the Committee’s mission to 
find a solution to the financial difficulties experienced by local govern- 
ments arising out of the tax-immune character of Federal properties 
which would be both appropriate to all the diverse situations in exist- 
ence and compatible with basic concepts which have been part of our 
constitutional fabric for a century and a half. 
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In the absence of authoritative general principles to shape logically 
required or theoretically harmonious rules defining the extent to which 
the Federal property owner should share in the support of local gov- 
ernment, the Committee has concluded that the problem must be 
approached primarily from considerations of practicality and essen- 
tial fairness. The basic objective should be to secure substantial equity 
as between Federal and local taxpayers. The Federal Real Estate 
Board emphasized this aim in its report and said: 

The cost of national functions and programs should not impose an undue burden 
on local taxpayers through Federal tax exemptions; neither should the Federal 
taxpayer be required to support unjustified subsidies to the localities containing 
Federal lands. 

This objective is consonant with another of prime importance in 
the field of intergovernmental relations, namely, the maintenance of 
sound governments at all levels of our Federal system. Cognizant that 
it is primarily the local governments which have protested the existing 
situation, the Committee proceeds from the compelling need to main- 
tain robust local governments. This is not merely in the sole interest 
of local communities. The States and the Nation share in the general 
interest to maintain financially sound local governments. The Com- 
mittee recognizes at the same time, of course, that the citizens of local 
governments have a vital interest in preservation of the financial 
strength of their Federal Government. The situation is one calling 
for balanced judgment and reasonableness. 

After weighing the conflicting considerations which inhere in the 
problem, the Committee has concluded that the following considera- 
tions provide the best guides to a reasonable and fair solution of the 
problem. They are neither immutable nor dogmatic. All of them 
should be considered in their general context and relationship with 
each other: 

1. The diverse characteristics and contrasting uses of Federal prop- 
erties and their varying burdens on local governments preclude a 
single uniform rule for determining the extent to which Federal 
property should contribute to the support of local government. It 
appears that for some types of properties payment is desirable; for 
others payment is inappropriate. 

2. The principal basis for distinguishing between Federal proper- 
ties which should contribute to the costs of local government and those 
which should not is the use made of the property. 

3. It is generally fair that the costs of local government allocable 
under the property tax system to an item of federally owned property 
should be borne by the Federal taxpayer if the property serves pri- 
marily a national or broad regional purpose and conversely by the 
local taxpayer if the property serves primarily a local purpose. 
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4. Federal properties devoted to purposes which are of a type cus- 
tomarily the subject of private activity or concern should pay their 
fair share of local government costs without reference to whether 
they serve a national, regional or local purpose. 

5. Practical considerations suggest that property long in Federal 
ownership and immune from payment should not now be required to 
contribute to the costs of local government. Some general cutoff date 
is appropriate. 

6. Practical considerations suggest also that existing arrangements 
for Federal payments which have been operating to general satisfac- 
tion should not be disturbed. 

7. Property used or held primarily for purposes for which property 
is generally exempt from taxation under the laws applicable in the 
taxing jurisdiction should likewise be exempt from any payment 
obligation in Federal ownership. 

8. With respect to special assessments to finance improvements for 
the ber.efit of adjoining Federal and private property, Federal prop- 
erty should be treated on the same basis as private property and 
accorded the same safeguards and exemptions. 

9. Generally, the foregoing considerations contemplate no distinc- 
tion between real and tangible personal property. 

10. Federal property and persons either living or working thereon 


should receive local public services on the same basis as those generally 
provided to other properties and persons in the community. 
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Part III 


PROPERTIES NOT ASSOCIATED WITH 
SHARED REVENUES 


Chapter 6 


GENERAL APPROACHES TO SOLUTION OF 
PROBLEM 


With the foregoing considerations in mind, the Committee has 
examined various methods by which the Federal Government might, 
on account of its property holdings, contribute to the support of local 
government. These include: 

1. Payment of taxes on Federal property as determined by local 
tax officials according to local tax laws. 

2. Payments in lieu of taxes based upon tax equivalents with or 
without offsets or other payment limiting factors. 

3. Payment of taxes or tax equivalents on that portion of Federal 
properties in a community exceeding a specified percentage of all 
property in the community. 

4. Service payments, or payments for local public services received 
by the Federal property or persons living or employed on it. 

5. Per capita payments, or payments of a fixed or calculable sum 
for each person living or working on the Federal property within the 
area of the local government. 

All approaches not involving submission of Federal property to 
direct local taxation may be considered as payments in substitution of 
or in place of taxes. However, only the second of the above-enumer- 
ated possibilities is designated in this report as a “payment-in-lieu” 
of taxes. Warrant for this may be found in the fact that more than 
any of the other tax substitution payments, it approximates the tax 
method by. being based primarily upon tax equivalents for each item 
of Federal property. These general approaches will be briefly 
discussed. : 


Tax Approach 


A direct approach to the problem is to select those types of federally 
owned properties which should share in the costs of supporting local 
1Chs, 10-14 deal with properties subject to “shared revenue” arrangements and other 


similar properties. Most of these are associated with the public domain and have never 
been part of local tax rolls. Chas, 6-9 deal with all other properties. 
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government and consent to their taxation by local governments in 
accordance with the tax laws ofeach community. The property would 
be assessed by local officials either on the basis of inspection or from 
information supplied by the Federal Government. The resulting val- 
uation would be taxed at the rates applicable to other similar property 
in the community. -In common with other taxpayers, the Federal 
owner would have recourse to administrative and judicial review. 

Advocates of this approach maintain that wherever fairness re- 
quires the Federal Government to share in the costs of local govern- 
ment because of its status as a property owner, it should share in the 
same way and in the same amount as a private owner of similar prop- 
erty. Equal payments for equal property is a cardinal objective of 
these advocates and requires in their view a common system for deter- 
mining the contributions of both private and Federal property owners. 
Since the property tax system is the general system for determining 
the payments of private property owners, the Federal Government, 
they contend, should submit its property to that system. 

These advocates maintain that if the payment obligation of private 
property owners is determined on the basis of the property tax theory 
and that of the Federal property holder on some other basis, similar 
private and Federal properties will scarcely have equal payment re- 
sponsibilities. Furthermore, runs the argument, equality of payment 
on similar properties cannot be achieved without the rules for deter- 
mining the proper contribution from both Federal and private prop- 
erty owners being applied by the same officials. The diversity in 
assessment practices throughout local tax units subject to the same 
laws including variations both in the method of assessment and in the 
ratios of assessed to true value are pointed to as indicative of the varia- 
tions in the amounts which would inevitably result if different sets of 
officials determined the payments of the Federal and private property 
owners even though they applied the same theory and rules. 

Critics of the tax approach challenge the need and desirability of 
securing equal payments from identical Federal and private proper- 
ties. They assert that there are important differences between fed- 
erally owned and privately owned properties stemming from the 
character of their ownership, the purposes for which they are held, 
and the nature of their present tax liability. The basis and process 
for determining the payment by the Federal property owner, they 
say, should provide for a recognition of these differences, This means, 
among other things, the possibility of offsetting any tax equivalent 
payment with credits for various items. Critics further assert. that 
in any event the argument of the tax approach advocates is somewhat 
strained since the taxing process results in only theoretically equal 
payments on similar properties and that inevitable imperfections in 
property tax administration actually result in widespread differences. 
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Economy of administration is urged as another ground for sup- 
porting the tax approach. Utilization of existing local tax machinery, 
it is stated, will obviate establishing elaborate Federal machinery 
for ascertaining the Federal contribution. On the other side, however, 
it is maintained that Federal personnel would be required to check 
all local tax demands on Federal property in order to safeguard the 
Federal interest and ascertain when a protest or an appeal should be 
made. Since Federal properties are located in thousands of local tax 
units throughout the country, this would, it is contended, impose a 
more onerous administrative burden requiring a larger staff than the 
establishment of Federal machinery to determine the amount of a 
Federal contribution in the first instance. 

Advocates of the tax approach point out that an incidental effect of 
subjecting Federal property to taxation would be to assist local gov- 
ernments to expand their debt limits. Under many State laws the 
debt limitations on local governments are fixed in terms of assessed 
valuations and inclusion of Federal property would increase borrow- 
ing capacity. 

In summary, advocates of the tax approach assert that since the 
basic problem arises out of the fact that the Federal Government does 
not pay property taxes, the direct and most apt solution is for the 
Federal Government to pay such taxes. The tax system has been tried 
and tested. New schemes determining the Federal property owner’s 
share of local government costs by reference to factors outside the 
property tax system, it is said, place the Federal responsibility on an 
unfamiliar and untried basis, confuse theories for allocating govern- 
ment costs among property owners, complicate tax administration 
especially as regards tangible personalty, and result in a payment 
suggesting a gratuity. In rejecting other approaches to the problem, 
they argue that what the citizens have accepted as a proper basis 
for ascertaining their share of local government costs in their individ- 
ual private capacities should be equally valid for determining their 
share of local government costs in their collective Federal capacities. 
To advocates of the tax approach, the more that other proposals depart 
from the property tax frame the more they are objectionable as 
unresponsive to the problem. 


Payments-in-Lieu 


This approach is a modified tax approach. It concedes the pro- 
priety of determining the Federal share of local government costs 
by reference to the value of the Federal property in the locality 
but would employ machinery other than the local taxing authority 
for fixing the Federal share. Under most proposals a Federal agency 
would have the final authority for determining the payment to be 


e 
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made to any locality on account of any particular item of Federal 
property. This could be a central Federal agency with authority to 
determine payments for all Federal properties, but most past pro- 
posals would vest this responsibility in each Federal property-holding 
agency for its properties. The statutory direction to make payments 
according to the statutory formula could be either mandatory or 
permissive. If payments were mandatory, the determination of the 
Federal agency could be made subject to appeal to new or existing 
administrative or judicial bodies. 

Most proposals for payments in lieu of taxes fall into either of two 
categories: (1) Payments of amounts equivalent to taxes and, (2) pay- 
ment of tax equivalents reduced by certain offsets and/or the operation 
of certain formulas. 

The tax equivalent payment closely resembles payment of taxes. 
The local tax unit would advise the Federal Government of what the 
local taxes on the Federal property would be if it were subject to 
taxes. It would ascertain this amount either by assessing the Fed- 
eral property or by relying upon information furnished by the Federal 
Government. It would then apply to the Federal Government for 
a payment equivalent totaxes. The Federal Government would either 
pay this amount, or if it seemed improper, would enter into negotia- 
tion with the local government. Such payments in lieu of taxes would 
define the amount of the Federal property owner’s contribution accord- 
ing to the same standards and rules used for defining the amount of 
taxes on private property. However, unlike direct taxation, most 
payments in lieu proposals would reserve to the Federal Govern- 
ment final authority on the amount of the contribution to be made. 
Advocates of payments-in-lieu argue that this reservation is neces- 
sary to alleviate widespread apprehension that Federal property 
would otherwise be a likely subject of discrimination by many local 
tax authorities. The combination of absentee ownership together with 
the lack of private self-interest, it is asserted, would militate against 
fair tax treatment of Federal properties at solely local hands. 

It is claimed that administrators of Federal properties would 
literally comply with statutes requiring property to be reported to 
local tax officials at true or market value even though private owners 
following local practice might report property values at a mere 
percentage of this. 

Advocates of the tax approach deny that Federal property would 
be generally discriminated against by local taxing officials and con- 
tend that in any instance where discrimination existed, the Federal 
Government could protect its interest by protest or appeal according 
to law in the same way as any other taxpayer. They further main- 
tain that in any negotiations with the Federal Government concerning 
the amount of payment, the local governments would not have equal 
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bargaining power. Furthermore, they say, any resulting payment 
would appear more like a gratuity than a payment earned by the local 
government for providing the Federal property with public services 
which give it an atmosphere in which it can thrive. 

Many payments-in-lieu proposals would reduce the tax equivalent 
payment by amounts representing desired offsets or amounts derived 
from proposed limitations or formulas to prevent unjust enrichment 
of local communities. Proposed offsets include: (1) Those represent- 
ing the value of specific customary local public services which the 
Federal Government supplies either to its own property and residents 
or employees upon it, or in some cases to the community at large; and, 
(2) general economic benefits conferred upon communities by the 
Federal property and its operations. 

Regarding the first kind of proposed offsets it is pointed out that 
some Federal installations supply their own water or sanitation 
facilities, their own police or fire protection, or perhaps even build 
roadways. In particular cases, the Federal installation may provide 
some customary local government services not only to itself but to 
the community at large. Some persons maintain that the value of 
these services should be deducted from any tax equivalent amount 
payable by the Federal Government. They say that local taxes are 
based upon the cost of local public services and where the provision 
of services by the Federal property owner reduces the need for services 
by the local government, tax burdens upon all local property owners 
are reduced. Unless the Federal property owner is given a corre- 
sponding credit, other property owners in the tax unit are unjustly 
enriched. Advocates of direct taxation concede the general logic of 
this argument but contend that Federal provision of a local type 
service to its own property frequently represents only a small saving 
to local governments since they must often maintain facilities to fur- 
nish the service to community residents not receiving the Federal 
service and must be prepared to serve the entire community if the 
Federal services are withdrawn or become inadequate. They point 
out that some privately owned industrial properties also furnish their 
own local type services but pay taxes nevertheless. Finally, they 
argue, the value of such Federal services could and generally would 
be informally considered by local tax officials in determining the tax 
on local property. 

Another type of proposed offset is one reflecting the general eco- 
nomic benefits which Federal property confers upon the community. 
Increased employment, payrolls, and general economic activity are 
pointed to as benefits far outweighing any burdens imposed upon 
communities by the lack of local taxes on Federal properties. The 
eager competition among communities to secure Federal industrial 
plants and other installations is cited as evidence that in balancing 
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benefits and burdens conferred upon a community by Federal property 

the preponderance is clearly on the benefit side for most types of 
Federal property. Advocates of offsets for general economic benefits 
would reduct any tax equivalent payment by the value of such benefits. 
Some persons consider them so valuable, especially in the case of 
Federal industrial installations, as to justify denial of any Federal 
payment on account of such property. Many persons, however, reject 
general economic benefits as an appropriate offset, including some 
persons who favor payments-in-lieu with offsets for customary local 
services not received by the Federal property owner as the best device 
for defining the contribution of the Federal property owner. They 
reason that general economic benefits have no relevance under the 
property tax system to obligations arising from the ownership of 
property. Increases in employment and payrolls, though undoubt- 
edly highly important to the business interests of the community, are 
alleged to have no direct bearing on increased property tax receipts. 
Insofar as local governments depend upon property tax receipts for 
support, they secure little benefit from increased employment and 
payrolls. Even the benefits to public finance which may come from 
increased employment and business activity through increased reve- 
nue from income, sales, and turnover taxes flow generally to State, 
not local treasuries. While a few cities do collect such taxes for them- 
selves, and some local governments share directly in State revenues 
from such souces, nevertheless, critics of offsets for general economic 
benefits reject them as improper in any case. Approval of such offsets 
for the Federal property owner would logically require a similar con- 
cession to private industrial property owners since all industrial 
property generates general economic benefits to the community. Such 
a result would be intolerable, it is said, because industrial properties 
provide a vital part of any property tax base and their general or 
partial exemption from taxation would not only revolutionize the 
property tax system, but require a reorientation of all local taxation 
to secure revenue from other sources. 

Some advocates of payments-in-lieu would reduce the tax equiva- 
lent payment by an amount necessary to prevent what they consider 
an unjust enrichment of communities. Where valuable Federal prop- 
erty lies in a small or sparsely settled community, its subjection to 
taxation or payment of tax equivalents might provide the local tax 
unit with more revenue than it ever expected or needed to support 
a reasonable level of customary government local services. Such com- 
munities, it is said, may be fairly entitled to some contribution to local 
government costs on account of the Federal property, but the Federal 
taxpayers should not be asked to enrich local taxpayers by making 
tax equivalent payments. The same situation, it is explained, exists 
in “tax havens” where communities with a small resident population 
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have a concentration of valuable industrial properties. Here the tax 
base is large and the need for public services small. The resultant tax 
rate is already low as compared with other communities, and some 
argue that there is no valid reason for requiring local taxpayers of 
other communities in their capacities as Federal taxpayers to make 
payments enhancing the tax haven for the benefit of residents already 
favored. Payment of taxes or tax equivalents on the Federal property 
under such circumstances would, it is claimed, confer a “windfall” 
or an unjustly enriching payment upon the community. It is argued 
that such payments would not be justified from a balancing of equities 
between Federal and local taxpayers and therefore do not meet the 
basic objective in any reappraisal of the need or desirability of 
inaugurating Federal payments on account of Federal property 
holdings. 

Opponents of limitations on Federal payments to prevent unjust 
enrichments of local governments maintain that the objective of these 
limitations is basically irrelevant and that no solicitude is required 
to prevent alleged windfalls. They contend that the phenomenon 
described as a “windfall” is a normal consequence of the property tax 
system and occurs just as much where privately owned property of a 
valuable nature is added to the tax base as where similar federally 
owned property is so added. They are not disturbed by Federal 
payments of taxes or tax equivalents to governments of “tax havens” 
because in those cases the Federal Government, as a property owner, 
is getting a better bargain in the form of lower tax rates than it would 
get if its property were in a tax district with more average rates. 
They assert that the windfall character of any tax income tends 
rapidly to dissipate itself since the property tax concept contains its 
own correctives for excessive public income in tax rate reduction pos- 
sibilities. Any limitations upon Federal payments to eliminate wind- 
falls, it is maintained, involve both theoretical confusions and practical 
administrative complications disproportionate to any net gain. 

Proponents of limitations on Federal payments to prevent windfalls 
or unjustly enriching payments to communities recognize that wind- 
falls flow naturally from operation of the property tax system, but for 
that very reason oppose direct taxation as the system for defining the 
contribution requirement of the Federal property owner. They say 
that Federal consent to make a contribution to local government costs 
by reason of Federal property should not trail in its wake consequences 
of the tax system which are not justified by a balancing of equities 
between Federal and local taxpayers and which can be avoided by 
statutory limitations upon the Federal payment. 

Specific proposals for such limitations include restrictions upon the 
value by reference to which the Federal payment is calculated as 
well as direct limitations upon the amount of the payment itself. The 
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value assigned for payment calculation purposes to expensive machin- 
ery and equipment or to inventories in Federal industrial installations, 
for example, may be arbitrarily limited so as not to exceed either a 
fixed proportion of the value of the Federal realty in the installation 
or that proportion of the Federal realty determined by the average 
ratio of similar personalty to realty in private industrial plants in 
the tax district. Or the value of Federal improvements to realty may 
be arbitrarily limited to a proportion of the value of the original 
Federal acquisition. Or the Federal payment may be limited to an 
amount which does not raise the per capita property tax receipts in 
the tax district more than a fixed percentage of per capita receipts 
in the tax year before Federal payments began. Or it may be pro- 
vided that no Federal payment shall exceed an amount necessary to 
support a reasonable level of local government services. This would 
require some Federal review of local budgets, a result generally dis- 
favored by both Federal and local governments. These and other 
proposals and any combination of them are available to limit the 
Federal payment to any extent deemed desirable. 


Payments on Excess Federal Properties 


The central idea of this approach is that a system of Federal pay- 
ments should be coupled with recognition that every local community 
should bear without claims on other communities (via a Federal pay- 
ment) the costs of local government attributable under the property 
tax system to that amount of Federal property in the community 
which is equal to the average amount of Federal property contained 
in all communities throughout the Nation. The system thus avoids 
what might appear as the mere transfer of funds among communities. 
Federal payments would be made only on Federal property valuations 
exceeding the average community load. 

This approach is best illustrated by the method used in Canada. 
There all national property (with certain exclusions) exceeding in 
value 4 percent of the total property valuation in any municipality 
is subject to a payment-in-lieu at the discretion of the National Min- 
ister of Finance not to exceed roughly three-fourths of what the local 
tax on the properties would be. The specifics of this plan could be 
altered. The system could be coupled with tax liability on the excess 
property or with a payment-in-lieu obligation. If a payment-in-lieu 
technique were designated, it could be made either mandatory or per- 
missive, either subject to offset or not, and subject to appeal just as 
any other payment-in-lieu. 

A difficulty in adopting the Canadian approach for the United 
States exists in the lack of statistics to indicate the average ratio of 
Federal property values to total property values in the local tax units 
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throughout this country. A nationwide survey to provide such infor- 
mation would be a prerequisite if arbitarary assumptions were to be 
avoided. Such a survey would obviously entail considerable time and 
expense. 

Proponents of the Canadian approach argue that its simplicity 
warrants its adoption. But this very simplicity has been attacked. 
Critics contend that the Canadian approach does not allow for offsets, 
glosses over the diverse character of different types of Federal prop- 
erties and the burdens which they impose on local governments, and 
fails to prevent windfalls or unjustly enriching payments to some 
communities. Proponents of the Canadian system assert, on the other 
hand, that the very avoidance of need to consider these complicated 
matters is an advantage rather than a disadvantage. In any event, 
they contend that were it desired, most of the alleged deficiencies in 
the approach represented by the Canadian law could be removed by 
engrafting special provisions to the system. For example, if a cutoff 
date is desired to exclude Federal properties whose nontaxable status 
has already been accommodated by adjustments in local tax rates and 
practices as well as in local land values, such a date could be incorpo- 
rated in the definition of Federal properties subject to payment obliga- 
tions. Provisions could also be made for offsets or to guard against 
unjustly enriching payments. The addition of such provisions would, 
however, in nearly everyone’s view destroy the simplicity which is the 
chief merit of the Canadian approach compared with other approaches. 

Unless, for example, under the Canadian plan as applied in the 
United States the Federal property were subject to either straight 
taxation or general and easily calculable payments-in-lieu without 
considering offsets and peculiarities of each piece of Federal property 
and the effect of payments upon fiscal affairs of individual local gov- 
ernments, the simplicity of the Canadian approach would be lost and 
the whole scheme would become a straight tax or payments-in-lieu 
system with a certain percentage of otherwise obligated Federal prop- 
erty free from the contribution requirement. 

Some, who would otherwise favor the Canadian approach, consider 
it undesirable insofar as it vests the responsibility for making pay- 
ments on all Federal properties in a single central Federal agency. In 
their view each property-owning agency should be charged with re- 
sponsibility for making payments on its properties and for justifying 
its budget requests to Congress for this purpose. They believe that 
individual agency responsibility would act as a wholesome brake on 
further Federal acquisitions. To combine individual agency payment 
responsibility with the Canadian approach entails difficult problems, 
however. If each Federal agency were responsible for making pay- 
ments on its properties, questions would arise concerning the appro- 
priate basis for apportioning the benefits of the exemption allow- 
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ances among Federal agencies having property in the local taxing unit. 
It is argued there is little equity or logic in apportionment on a time 
of acquisition basis allowing full exemption for the property of some 
agencies and no exemption for the property of others. But propor- 
tionate sharing would involve administrative complications. Changes 
in the assessed value of the property of one agency in a local taxing 
district would impose administrative burdens of recalculating pay- 
ments not merely on that agency but on all Federal agencies having 
property there. 

Adoption of the Canadian approach would probably terminate some 
Federal payments now being made. Some say this result is imprac- 
ticable; others reply that this is a consequence of any establishment 
of uniform rules for Federal payments unless the rules be deliberately 
framed to accommodate all present payments. If the latter were de- 
sired, the Canadian approach could be adapted to this end. 


Payments for Specific Services 


This approach would identify certain services to the Federal prop- 
erty or to persons living or working on it and make corresponding 
payments to local governments. The basic purpose of proponents of 
this approach is to avoid Federal responsibility for payments within 
the framework of the property tax system and to concentrate upon 
Federal support of services, which merit Federal encouragement or 
have a special value or relevance to the Federal property and its 
operation. They point to the direct Federal gain in promoting those 
services having a special Federal interest instead of making a general 
contribution whose expenditure would be spread among many purposes 
in several of which a direct benefit to the Federal Government might 
be difficult to identify. 

Critics of the service payment approach contend that by avoiding 
property tax considerations it simply avoids the basic problem which 
has arisen out of the tax-immune character of Federal properties. 
They contend that if the purpose is to pay for all the local public 
services, customarily supported by the property tax, there is no need 
to calculate payments for specific services. In such cases the property 
tax, itself, is the measure of the costs of supplying all the services 
to the property. Because service payments are unnecessary if the 
intent is to pay for all services allocable to the property under the 
property tax system, critics of the service payment approach assume 
that its advocates intend that an item of Federal property, no matter 
what its use, purpose, or time of acquisition, should defray a smaller 
amount of local government costs than identical private property.’ 


* Actually service payments in any particular case could exceed property tax payments, 
especially in those tax jurisdictions relying substantially on nonproperty tax revenues. 
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This they object to. But, they further contend that even if there were 
merit in Federal payments for only selected local public service, the 
choice of those services deserving compensation involves theoretical 
absurdities and practical complexities. Their view is that no rational 
basis for selection exists because all local government services combine 
to produce an environment in which the Federal property, its residents 
and employees can thrive, and that since this environment arises as 
surely from expenses for general government administration or debt 
service as for fire protection or educational facilities, payment by the 
Federal property owner of less than a ratable share for all local gov- 
ernment services simply produces an inadequate result and fails to 
meet the basic problem. 

Proponents of the service payment approach have not made it clear 
whether they would compensate only for services rendered to the 
Federal property itself or include services rendered to employees and 
residents of the Federal property. Critics insist that payment should 
be required for services to both Federal property and federally con- 
nected persons, especially in the case of Federal industrial property, 
since the common experience of local governments is that industrial 
property must bear a considerable portion of the expense of services 
rendered to local residents. They further point to the absence of 
criteria for determining the size of the payment as well as uncertainty 
regarding the person who would make the determination as thorny 
problems which would remain even if the specific services to be com- 
pensated could be satisfactorily identified. Proponents of service 
payments have not worked out detailed answers to these criticisms. 

The service payment approach could be adapted to the solution 
of a problem which the taxation or payments-in-lieu approach does 
not solve. This is the problem arising where the property forming 
the basis for the Federal payment under these approaches lies in a 
tax district other than that in which the employees on the Federal 
property live. The service payment approach could provide funds 
to local governments where the Federal employees live as well as to 
those having the Federal property. The per capita payment approach 
discussed later herein, is perhaps even more adaptable to this purpose. 
Advocates of the tax and payments-in-lieu approach concede the 
adaptability of service payments or per capita payments to meet this 
particular problem. However, they do not consider it necessary to 
solve this problem in any review of the responsibility of the Federal 
property owner to contribute to the costs of local government since 
the property tax system, itself, does not solve this particular problem. 
It is noted, further, that in many cases there may be some balancing of 
burdens between communities by each having residents who work in 
the other community. In conclusion, they say that if after conforming 
its responsibilities to the requirements of the property tax system, the 
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Federal property owner wishes to make special payments to communi- 
ties to meet special burdens upon them which the property tax sys- 
tem does not equitably discharge, it may doso. But this is a secondary 
not a primary objective in any review of problems which arise because 
the Federal property owner does not pay local taxes. 

A type of service payment may be found in the provisions of Public 
Laws 815 and 874 where Federal aid is granted to some communities 
for construction and operation of schools on the basis of the number 
of federally connected children receiving school services in the com- 
munity. These payments, neither received nor proffered as a com- 
plete substitute for general payments to support local government 
on account of the presence of Federal property, have been facilitated by 
the relative ease in identifying the Federal benefit and local burden. 
The cost of educating a school child represents a convenient index 
for approximating Federal benefits received from local educational 
services or conversely of the cost burden imposed by the Federal 
activity upon the local educational system. Difficulties are encoun- 
tered, however, in finding other types of services whose values could be 
so neatly measured. The benefits conferred, for example, by expenses 
for general administration or for traffic regulation or for control 
of communicable diseases, do not have so convenient a measure 
for allocating their value to any particular property holder including 
the Federal Government. 


Payments of a Sum for Each Person Connected by Residence or 
Employment With Federal Property 


The per capita payment approach, like that of service payments, 
has not been fully developed by its proponents. Different schemes 
suggest themselves. A plan could award every local government 
having Federal property within it a fixed or calculable sum for every 
person working or living on the Federal property. It might include 
all or merely selected types of Federal properties. It might author- 
ize payments merely to local governments containing Federal prop- 
erty; or it might additionally provide for payments to local 
governments having no Federal property but housing Federal em- 
ployees. In general, like the service payment approach, it would 
seem to offer administrative simplicity and avoid some of the problems 
inherent in the property tax system. Its advocates might say, for 
example, that the payment formula could be so devised both as to 
avoid unjustly enriching communities and as to award payments 
greater than local taxation would yield where more generous Federal 
contribution is warranted for any reason. 

Proponents of per capita payments emphasize their adaptability 
to solve problems not solved by the property tax—especially in the 
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case of “bedroom communities” whose residents work on commercia! 
or industrial properties located in neighboring local governments. 
These residential communities suffer under the property tax system 
because they lack a supporting industrial property tax base. A per 
capita payment by funneling funds to such a community would relieve 
the burden where it is most heavily imposed. Critics of per capita 
payments concede this but declare that payment to the community 
of residence would hardly obviate some payment to the community 
of employment because the latter would still be under the obligation 
of supplying services to the Federal property itself. This general 
subject has already been discussed in conjunction with service 
payments, 

Critics of per capita payments as a substitute for payments in the 
nature of taxes claim that to the extent the payments would not ap- 
proximate taxes reduced by whatever offsets are considered relevant, 
they would be inadequate; to the extent that they approximate that 
amount, they are an unfamiliar and unnecessary way for calculating 
an obligation for which generally understood tools of measurement 
already exist in the property tax system; and to the extent that they 
would award payments greater than the tax on Federal property would 
yield, they represent gratuities or subsidies which are not sought. 

They argue that if per capita payments are to reimburse generally 
for services furnished to Federal property and persons connected with 
it, it would be better to do this by payments within the property tax 
frame. If per capita payments are to compensate for only selected 
services, the result would not satisfy those seeking a general contribu- 
tion from the Federal property owner and the same difficulty of identi- 
fying the services to be compensated appears as in the case of service 
payments. Further difficulties arise in calculating the value of each 
compensated service to each federally connected person. A flat 
amount for all local tax units throughout the country is criticized as 
neither equitable nor feasible. A variable one requiring different 
analyses in each local taxing unit and possibly necessitating a review 
of local budgets and expenditures is criticized as creating administra- 
tive burdens disproportionate to any advantage offered by the per 
capita payment approach. Critics of per capita payments say that its 
alleged advantage of simplicity is illusory. Proponents say they have 
not worked out full details, but that in some respects the per capita 
payments might resemble grants-in-aid distributed on the basis of a 
certain population, namely, federally connected persons, and that if 
this appears to be a gratuity, it is actually no more so than a payment- 
in-lieu or a Federal consent to taxation either of which the Federal 
Government is not required to give and can withdraw at any time. 
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Chapter 7 


CONCLUSIONS 


Detailed consideration of the alternative general approaches to the 
problem under study has convinced the Committee of the desirability, 
if not need, of finding a solution within the framework of considera- 
tions germane to the property tax system. The problem is one cre- 
ated by the immunity of Federal properties to State and local taxation 
and its solution should be one bearing a rational and explainable rela- 
tionship to the results which would follow if Federal properties were 
subject to these taxes. 

For this reason the approaches of service and per capita payments 
have been rejected. They may have merit for specific purposes but 
they are not suited to help defray the general expenses of local govern- 
ments, which should, in the Committee’s view, be the purpose of Fed- 
eral contributions to local governments on account of Federal prop- 
erty holdings. 

The Committee has also rejected proposals which would require 
centralization of responsibility for all Federal payments in a single 
Federal agency. The Committee would prefer that each Federal 
property-holding agency be required to make payments for its proper- 
ties from its funds so that each agency in budget requests to Congress 
would be under a continuing duty to justify its holdings and under a 
continuous pressure to keep them at a minimum. 

Although the Committee’s basic conclusion is that the solution to 
the problem may be found only within the framework of property tax 
consideration, it is nevertheless aware that the property tax criterion 
as a measure of the amount of the Federal property owner’s responsi- 
bility to contribute to local government support is subject to some 
limitations. These limitations spring from the diverse character of 
Federal properties, the variety of uses to which they may be put in 
serving primarily national or local purposes, the similarity or contrast 
of these uses to uses made of private property, the differing service 
burdens of different properties on State and local governments arising 
partly from the self-service of certain Federal properties, the varying 
effects of Federal acquisition of different properties upon local tax 
bases, and from other factors. The effect of these limitations is to 
suggest, for some types of properties, the impropriety of requiring 
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any Federal payment whatsoever. For others, they suggest the pro- 
priety of modifying any tax equivalent amount in order to give effect 
to historical, practical, and theoretical considerations irrelevant to 
private property but intimately bound up with Federal property. 

In its study of properties described in chapters 6 and 7, the Commit- 
tee has examined only situations existing within the United States 
proper and not those existing in the Territories or possessions of the 
United States, in Puerto Rico, or in the District of Columbia. The 
Committee’s recommendations concerning Federal payments on such 
properties are, therefore, confined to the United States proper and do 
not extend to the Territories or possessions of the United States. 
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Chapter 8 


RECOMMENDATIONS 


Recommendation 1: 

Congress should not consent to payment of property taxes or any pay- 
ments in lieu of property taxes on the categories of properties enu- 
merated below. This immunity should not extend to special assess- 
ments (see Recommendation 7) : 

a. Property which, if privately owned or used, would by reason of 
its use be exempt from taxation under the laws of the State of situs. 

b. Property used or held primarily for services to the local public, 
including but not limited to the following types of properties: Court- 
houses; post offices and properties incidental to local postal opera- 
tions; weather stations and observation posts; assay offices; local 
irrigation projects; sanitation projects; federally owned airports 
maintained and operated by the Civil Aeronautics Administration; 
and properties used for experimental, testing or research purposes, 
such as a pilot plant, experimental farm, testing station, or laboratory, 
if the activities associated therewith serve primarily the local public. 

c. Office buildings not associated with commercial or industrial 
activities and not included in Recommendation 2, customhouses, 
facilities for coining money and printing currency, bullion deposi- 
tories, river and harbor improvements, prisons, reformatories, deten- 
tion farms, hospitals, dispensaries, outpatient clinics, homes for the 
aged, sanitaria, quarantine and immigration stations, cemeteries, 
Coast Guard aids to navigation, Civil Aeronautics Administration 
aids to air navigation, beacons, facilities used in the police and 
regulatory functions of the Federal Government (other than those 
which are incidental to or an integral part of the properties included 
in Recommendations 2 or 3) and military and naval installations (but 
not those engaged in industrial or commercial activities) such as forts, 
camps, armories, observation posts, guard posts, proving grounds and 
airfields. 

d. Property which under Federal law is subject to a payment to a 
State or local government of any portion of the revenue derived from 
its use or from the sale of such property or any of its products (reve- 
nue-sharing arrangements). 

e. Stocks of strategic and critical materials and of agricultural com- 
modities and other personal property which is not incidental to indus- 
trial or commercial activities. 
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Recommendations for continued exemption of this comprehensive 
category of properties from contributions to the support of local gov- 
ernments rest upon a mixture of logical, traditional, and practical 
considerations. Paragraph a assures the Federal Government enjoy- 
ment of any exemption available to private taxpayers for property 
similarly used. Schools are a ready example. Paragraph } gives 
effect to the Committee’s view that it is logical and practical that no 
Federal payments be required for property serving primarily the 
local public. Various types of properties, such as courthouses, post 
offices, weather stations, etc., are enumerated as properties belonging 
to a generic category primarily serving a local interest. It is not the 
view of the Committee that inquiry should be made into each instance 
involving one of these properties (such as an individual post office or 
federally owned airport) to ascertain whether its primary benefit is 
to the local community. Rather these properties should be deemed 
always exempt as properties which, in the main, serve primarily the 
local public. On the other hand, the Committee believes that an indi- 
vidual inquiry is necessary to determine the propriety of exemption 
for properties used for experimental, testing, or research purposes 
such as a pilot plant, experimental farm, testing station, or laboratory. 
If the activities associated with these properties serve primarily the 
local public, no Federal payment should be made on them. If not, a 
payment is in order. 

The properties described in paragraph ¢ are, by and large, prop- 
erties primarily serving an interest broader than that of the local 
public. As such, it might seem logical and fair that they serve as a 
basis for Federal payments to the local taxing jurisdiction thus im- 
posing upon Federal rather than local taxpayers the costs of local 
government allocable to such property. However, the Committee 
recommendation is to the contrary. The properties described in 
paragraph c, though varying widely in their nature, are all associated 
with traditional governmental activity. While this same observation 
may be made of some of the properties exempt as primarily serving 
a local purpose, it should be pointed out that the Committee has gen- 
erally been impressed with the validity of a distinction between Fed- 
eral properties used for traditional purposes of government and other 
properties in identifying those properties which should contribute 
to the support of local governments. The terms “governmental” and 
“proprietary”, while not accurate for all purposes, serve as general 
demarcation lines between properties devoted to traditional govern- 
mental purposes for which there has been little demand for Federal 
payment and other Federal properties devoted to uses similar to those 
made of private property for which demands for Federal payment 
have been vocal. Concerning the property described in paragraph c 
the Committee has found little demand that they be divested of their 
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traditional tax immunity. It seems preferable to leave undisturbed an 
existing situation which meets with apparent general approval. 

The properties described in paragraph d are already making a con- 
tribution to the support of State or local governments through 
revenue-sharing arrangements. Subjection to taxation or payment-in- 
lieu responsibilities would impose a double burden on the Federal 
owner. 

The effect of paragraph ¢ is to exclude from a contribution require- 
ment all personal property not incidental to Federal industrial or 
commercial activities. This exemption is sweeping. All personal 
property used in the general administration of government, or lying 
in warehouse or dead storage is exempt. In addition, some property 
though incidental to Federal industrial or commercial activities is 
expressly exempt. This includes the stockpile of strategic and critical 
materials or machinery as well as stocks of agricultural commodities. 
Personal property requiring Federal payment would include machin- 
ery, machine tools, raw materials and semifinished goods being used 
or held in inventory for manufacture or processing. No payment 
would be required on finished products. The total value of the per- 
sonal property which would be subject to payments is very great. But 
it is obviously only a fraction of the value of all Federal personalty. 
Again in this situation, the Committee has been disposed to restrict 
Federal payments to personal property devoted to uses comparable 
to those made of private personal property. While the exemption 
recommended for Federal personalty may be somewhat broader than 
the foregoing test would imply, the exempted Federal personalty is, 
for the most part, devoted to purposes which are either traditionally 
governmental or are so vast and unique that no private persons re- 
sponding to customary market place considerations could reasonably 
discharge them (such as the stockpiling of strategic materials or the 
storage of agricultural] commodities under the price support program). 

If an item of Federal property falls within the categories described 
in this recommendation, it is ipso facto immune from a contribution 
requirement even though it may also fall within the categories of prop- 
erties described in Recommendations 2 or 3. Recommendation 1 is 
basic and prevails over any other recommendations in cases of conflict. 


Recommendation 2: 


The Federal Government should consent to nondiscriminatory State 
and local taxation of the following categories of properties in accord- 
ance with the laws of the State of situs: 

a. Properties acquired by the Federal Government to protect its 
financial interest in connection with loans or contracts of insurance or 
guarantee, such payments to continue until the property has been dis- 
posed of or placed in permanent use by the Federal Government; 
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b. Properties sold by the Federal Government under conditional 
sales contract or leased to taxable persons. 


The most important block of properties for which the Committee 
recommends Federal payments are not these described in this recom- 
mendation, but those made subject to payments in lieu of taxes under 
Recommendation 3. The properties described in this recommenda- 
tion are properties which because of their close analogy to privately 
owned property are more suitably subject to direct local taxation than 
to payments-in-lieu. Practical considerations also direct this course. 
A similar recommendation for the properties described in this recom- 
mendation was made by the Bureau of the Budget in its proposed bill. 

The Federal interest is usually ephemeral in property described in 
paragraph a, namely, that seized by the Federal Government to pro- 
tect a security interest. This property has been on the tax rolls and 
will be returned to them when sold to liquidate the Federal interest. 
A transitory Federal ownership should not disturb the normal tax 
status of the property. Existing Federal law has recognized the 
validity of this view and in some cases consented to local taxation. 
(See appendix E.) Of course, where the Federal Government decides 
to retain such properties for its own use, the Federal responsibility 
to continue contributions to support local government should be 
judged anew by reference to the use made of the property. 

In the case of properties described in paragraph } the Federal 
Government acts as a landlord marketing property. Its use of or 
interest in the property is merely the collection of rent or the pur- 
chase price. These activities are not unique to government. They 
are identical with activities customarily undertaken by private per- 
sons. In terms of its appearance and role in the economy, this prop- 
erty is so analogous to privately owned property that for tax purposes 
it ought to be so treated. Rental housing properties, however, for 
practical reasons come not under this recommendation, but under 
Recommendation 3. 

The Committee is aware that Congress has already consented to 
the taxation of property of various Federal instrumentalities which 
are not wholly owned by the Federal Government.’ Without this 

1The corporations in which there is no Federal Government ownership or direct invest 
ment at present. include : 

a, those where there is no Federal Government ownership or liability (national banks 
and Federal credit unions) ; 

b. those where there is an ultimate contingent equity in the Federal Government (Fed- 
eral Reserve banks) and 

ec. those where there is contingent Federal Government liability (Federal Deposit In- 


surance Corporation, Federal Land Banks and Federal home loan banks which are still 
under Federal budget control). 


In addition, Federal instrumentalities not wholly owned by the Federal Government in- 
clude mixed ownership corporations which are considered private institutions (national 
farm loan associations and production credit associations) and mixed ownership corpora- 
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consent the property of these instrumentalities would be completely 
exempt from State and local property tax. In the case of some of 
these Federal instrumentalities, the Federal consent has involved 
merely realty; in the case of others, it has included certain types of 
personalty as well. The Committee has not considered the policy 
of taxation of these instrumentalities within the proper scope of 
its inquiry because they are not wholly owned by the Federal Gov- 
ernment. It suggests, however, that the various Federal statutes 
consenting to taxation with respect to these instrumentalities be reex- 
amined with a view to establishing a uniform policy of Federal con- 
sent to the taxation of the properties of these instrumentalities in 
harmony with the recommendations made herein for Federal property 
generally. 

The Federal tax liability should trail in its wake neither penalties 
for delinquencies nor imposition of tax liens on the property. Admin- 
istrative difficulties such as delay in congressional approval of an 
agency’s budget may cause delays in payment. But no penalty should 
attach for that. Interest on delinquent Federal obligations is appro- 
priate and to promote timely payment of Federal tax bills, legislation 
should make the tax obligations of any Federal agency a charge upon 
the agency’s budget for the same year that the taxes are due. 

Recommendation 2. has no application to any properties governed 
by Recommendation 1 nor to any properties which are an integral] 
part of or incidental to any properties governed by Recommendation 1. 


Recommendation 3: 


The Federal Government should make payments-in-lieu of property 
taxes on the following categories of properties, other than those 
enumerated under Recommendations 1 and 2; 

a. Commercial and industrial properties, including properties em- 
ployed by private contractors or subcontractors in the performance 
of contracts with the Federal Government, title to which has passed 
to the Federal Government pursuant to any partial or advance pay- 
ment contract clause. 

b. Properties used or held for activities which serve primarily na- 
tional or broad regional interests rather than those of the local public; 

c. Rental housing other than low-rent housing. 


tions in which the Federal Government’s interest in the capital exceeds 90 percent (banks 
for cooperatives and Central Bank for Cooperatives). Attention should also be called to 
properties transferred to the Office of Alien Properties. The Committee’s recommenda- 
tions contemplate no change in existing rules concerning the lability of these properties 
for State or local taxes. 

Of course, the property of Federal corporations which are wholly owned by the Federal 
Government falls within the purview of the Committee’s recommendations as Federal 
property generally. Such corporations include the Federal Farm Mortgage Corporation, 
Commodity Credit Corporation, Production Credit Corporation, Federal intermediate 
credit banks, Reconstruction Finance Corporation and Federal Savings and Loan 
Insurance Corporation. 
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The payments in lieu of taxes should be equivalent to the amount of 
taxes which would be assessable against the property if taxable, accord- 
ing to its value as determined by the established tax procedures of the 
taxing jurisdiction, including all provisions for administrative and/or 
judicial review of assessments, tax rates, or levies in accordance with 
applicable laws governing assessments and taxation, provided that 
Federal property is treated on the same basis and accorded the same 
safeguards as non-Federal properties. Payments thus established should 
be adjusted as follows: 


(i) Reduced for the local cost of specific and customary State or 
local governmental services provided at Federal expense to the 
taxing jurisdiction or its residents, or the Federal property, or Fed- 
eral employees and their families who reside within the taxing juris- 
diction. The amount of this reduction should be based on the unit 
cost of the particular services to the taxing jurisdiction, or in the 
absence of such unit cost data should be based on the unit cost in 
comparable nearby taxing jurisdictions. 

(ii) Increased by the amount of the expenditures incurred by 
the taxing jursidiction in providing specific services to the Federal 
property which it does not customarily provide to non-Federal 
properties. 

The amount of adjustments (i) and/or (ii), if any, should be deter- 
mined by the Federal Review Board (see Recommendation 8) on appli- 
cation of either the taxing district or the Federal agency owning the 
property. Where properties of more than one Federal owning agency 
are located within the taxing district, the Federal Review Board should 
allocate any adjustments made under (i) and/or (ii) among the Federal 
properties involved. 

Local property assessing jurisdictions containing Federal properties 
deemed to be subject to payments in lieu of taxes hereunder should be 
required to file, with the Federal owning agency, applications for such 
payments on forms prescribed by the Federal Review Board. The ap- 
plication should contain a statement by the legally constituted assessing 
authority showing the property values proposed as the basis for com- 
puting tax equivalents hereunder. Such application should also advise 
the Federal property-owning agency of the steps necessary to be taken 
to secure administrative and/or judicial review of the valuation of the 
property as fixed by the assessing authority under the laws of the State 
of situs applicable to assessments of property for taxation. The appli- 
cation should also contain a statement by an appropriate fiscal authority 
on behalf of the taxing jurisdictions involved showing the applicable tax 
rates and the statutory procedures to be followed to secure review of any 
objections to such rates. 

Federal agencies owning properties subject to payments hereunder, 
if requested by the legally vonstituted assessing officer of the taxing juris- 
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diction in which the property is located, should supply such statements 
or reports with reference to the property as may under applicable laws 
be required of the owners of taxable property. 

To prevent disproportionate Federal contributions to particular com- 
munities, the total amount of payments to any taxing district for those 
properties described in paragraphs (a) and (b) of this recommendation 
which are located therein should be subject to the following limitation: 

If the total payment to any taxing district in any year, as com- 
puted hereunder, exceeds the total taxes levied against all non-Federal 
taxable property in the district, the Federal Review Board (see 

Recommendation 8) should determine whether or not the computed 

total payment would confer unwarranted benefits upon the taxing 

jurisdiction, contrary to the interests of the taxpayers of the United 

States, and should fix the total payment at such sum as it shall deem 

fair and reasonable, but in no event at a sum less than the total taxes 

levied against all non-Federal taxable properties within the taxing 
district. Where properties of more than one Federal owning agency 
are involved, any reduction in the total payment determined here- 
under should be apportioned among the Federal properties in accord- 
ance with their respective values as otherwise determined under this 

Recommendation.’ 

No payment should be made to a State or local government which 
declines to provide services to the Federal property or its residents or 
employees and their families upon the same terms as are accorded to 
other properties, residents, or persons, unless the Federal property-hold- 
ing agency deems the provision of such services to be unnecessary or un- 
desirable. 

These payments should be made by the Federal agency charged with 
the administration of the particular property. 


Of the properties described in this recommendation, the most im- 
portant category is, no doubt, that of paragraph a, namely, commer- 
cial and industrial properties. As already indicated, this is the very 
type of property which has sparked widespread demand for the Fed- 
eral Government to make contributions to support local governments 
by reason of its property holdings. Some of these properties, i. e., 
those owned by the Reconstruction Finance Corporation and its sub- 
sidiaries, have already been subject to direct local taxation. For such 
properties a payment-in-lieu would be substituted under the Com- 
mittee’s recommendation. A clear definition of “commercial and in- 
dustrial” is needed to indicate the properties included in this recom- 
mendation, The Committee proposes the definition contained in the 
Knowland bill (S. 2473, 83d 'Cong., Ist sess.) : 

* Mr. Folsom, while in general agreement with Recommendation $, does not concur in the 


Committee’s recommendations concerning payment limitations to prevent disproportionate 
Federal contributions, His alternative proposals are set forth in footnote 3, p. 66. 
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Sec. 3 (f) “Industrial or commercial” refers to activities involving primarily, 
or to properties the ownership or use of which involves primarily, the process of 
mining, manufacture, fabrication, repair, generation of electrical energy, trans- 
portation, or any similar process, including storage within or on such property, 
or the sale or resale, rent or lease of commodities or the sale of services, including 
storage within or on such property. 

Attention should be drawn to the fact that this definition includes 
properties generating electrical energy. The great Federal power 
projects thus are subject to payments-in-lieu. Many of them are 
multipurpose projects. For these, the Committee recommends that a 
distinction be made between the power and the nonpower properties 
belonging to the installations. Precedent for this already exists in 
the present law defining the contribution to State and local govern- 
ments by the Tennessee Valley Authority and in the legislative pro- 
posals of the Bureau of the Budget for payments in lieu of taxes 
(S. 788, 83d Cong., 1st sess.). Accordingly, the power properties in 
multipurpose Federal installations would, under the Committee’s pro- 
posal, become subject to payments-in-lieu. The nonpower properties 
would be classified as to their uses and the Federal contribution, if any, 
determined by reference to the rules established for Federal properties 
devoted to such uses. In connection with property in the Boulder 
Canyon project, any payments under the Committee’s proposal made 
to the State or local governments of Arizona and Nevada should be 
deducted from the $300,000 now being paid annually to each of these 
States under the Boulder Canyon Project Adjustment Act of 1940. 

The Committee specifically excludes from Recommendation 3 the 
power properties of the Tennessee Valley Authority. These prop- 
erties are now subject to a payment in lieu of taxes in the form of a 
sharing of revenues with States and counties. This payment arrange- 
ment conceptually reimburses the recipient governments for the loss 
not merely of potential property tax receipts but of all potential taxes 
of those governments referable to the power property and its opera- 
tion. While the payments made do not appear to equal property tax 
equivalent amounts in every county where the TVA has power prop- 
erty, total payments to States and counties in the TVA area probably 
exceed total-property tax equivalents on all TVA power properties 
throughout the entire TVA area. The Committee finds that the pres- 
ent payment system is working to the general satisfaction of State 
and local governments in the TVA area and recommends that it re- 
main undisturbed. The nonpower properties of TVA which now 
make no contribution to the support of State and local governments 
would, of course, be required under the Committee’s recommendations 
to make a contribution in accordance with the Committee’s specific 
recommendations for the particular classification into which they 
would fail judged according to their use. Similar recommendations 
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for the treatment of TVA power and nonpower properties were made 
by the Bureau of the Budget in its proposed legislation for payments 
in lieu of taxes (S. 788, 83d Cong., 1st sess.). 

Included in paragraph a are properties in the hands of private con- 
tractors or subcontractors acquired by them for the performance of 
contracts with the Federal Government, title to which has passed to 
the Federal Government pursuant to contract clauses providing for 
partial or advance payments. The practice of including in govern- 
ment contracts title acquisition clauses operative upon the making of 
any partial payment to the contractor has become widespread, par- 
ticularly in contracts for the production of national defense items. 
From the Federal viewpoint, this practice facilitates the financing of 
private production of items required by the Government, is consistent 
with Federal statutes and procurement regulations, and also secures 
the Federal interest against diversion of materials to nongovernmental 
purposes. The effect of the title acquisition significant to local gov- 
ernments is that it imparts tax immunity to the property. The tax 
losses resulting from this Federal practice have seemed so unjustified 
to local officials that on occasion some have condemned the whole system 
of partial payments as a tax evasion device. Some local-taxing dis- 
tricts have contested the passage of title itself and have sought to tax 
the property in the hands of the private contractor. The Commit- 
tee’s recommendation that the Federal Government make payments 
in lieu of property taxes on these properties in the hands of private 
contractors will remove an irritation in sensitive intergovernmental 
relations. 

In some situations these types of properties are so similar to pri- 
vately owned property as to suggest that they be subjected to direct 
local taxation like the properties included in Recommendation 2. An 
example would be raw materials and goods in process located in the 
privately owned industrial plant of the contractor, such plant also 
containing taxable materials and goods of the same character. This 
general category of properties, however, involves a wide variety of 
types including many substantial properties possessing characteristics 
classifying them as more suitably subject to the payment-in-lieu treat- 
ment with offsets and general limitations. The practical difficulties 
involved in segregating types of such properties have led the Com- 
mittee to suggest the payments-in-lieu approach for the entire cate- 
gory along with commercial and industrial properties generally. The 
recommendation will not interfere with the Federal practice of con- 
tracting for partial or progress payments to facilitate the financing 
of procurement contracts and will insure against revenue losses to 
local governments as incidents of such practice. 

In principle, the broadest category of properties under this recom- 
mendation is that of paragraph 5. It overlaps that of paragraph a 
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since most commercial and industrial properties are employed pri- 
marily in a national or broad regional purpose rather than a local 
one. In the Committee’s view, the principle enunciated in paragraph 
b together with its counterpart set forth in Recommendation 1b is a 
paramount one in solving the problems eddying around the Federal 
tax immunity. Federal property used or held for activities serving 
primarily national or broad regional purposes should share the bur- 
den of supporting local government, whereas Federal property serving 
primarily the local public should not share this burden. This prin- 
ciple equilibrates responsibilities of Federal and local taxpayers in 
the most equitable way. While it may not achieve a nicely perfect 
equity, since a use could serve both a national and a local purpose, 
the concept of the primary beneficiary does provide a reasonable bal- 
ance. By and large, it places the burdens where they belong and thus 
eliminates subsidization of either the Federal or local taxpayer by 
the other. The principle is not only theoretically sound but as a 
practical tool it permits fairly easy identification of obligated and 
nonobligated properties. 

There are relatively few Federal properties of the type described 
in paragraph c—rental housing property. The most important group 
of these has been war housing governed by the Lanham Act. Most 
of this property, however, has been transferred to non-Federal owner- 
ship. The residue is already subject to payments in lieu of taxes 
under existing law. The Committee’s recommendation thus implies 
no new obligation for these properties. The Committee’s proposed 
general formula for payments-in-lieu could result in some reduction 
in the amount of Federal payments for specific housing projects, but 
this result is quite unlikely. By and large, the Committee’s recom- 
mendation maintains the status quo. 

It should be noted that the recommendation does not apply to low- 
rent housing projects. These are not usually owned by the Federal 
Government in any event. They do, however, customarily enjoy a tax 
exemption under agreements between the local Low Rent Housing 
Authority and the local government. This arises because Federal 
law requires local governments to make a contribution to the mainte- 
nance of low-rent housing and most local governments make this con- 
tribution by.according the housing project taxexemption. This action 
by the local government is a voluntary one. The propriety of these 
arrangements is outside the scope of this Committee’s inquiry which 
is confined to involuntary exemptions arising from the Federal 
immunity. 

In some cases, properties described in this recommendation may also 
fall within the category of properties described in Recommendations 
Jor2. Ifso, Recommendations 1 or 2 govern. For properties falling 
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by definition in more than one recommendation, Recommendations 1, 
2, and 3 take priority in that order. 

The payments-in-lieu proposed by the Committee are (1) tax equiva- 
lent amounts (2) adjusted up or down for unusual circumstances 
affecting the burden upon the local community for servicing the 
Federal property and (3) subject to an overriding ceiling to prevent 
unwarranted Federal payments to local governments. The basic in- 
gredient is the tax equivalent. Contrary to most earlier payment-in- 
lieu proposals, the Committee recommends that determination of this 
amount be vested in local officials. This feature is basic to the Com- 
mittee’s recommendation. If the determination of the tax equivalent 
were to be vested in individual Federal agencies for their properties, 
most of the Committee would prefer to abandon the payments-in-lieu 
approach altogether at least for commercial and industrial property 
and would recommend the alternative of subjecting such property to 
local taxation. Protection of the Federal interest is adequately safe- 
guarded, in the Committee’s view, by the restrictions upon payments 
incorporated in the payments-in-lieu formula as well as in the normal 
appeal procedures available to the Federal Government along with 
other property owners. This view is reinforced by the scope of the 
properties recommended for exclusion from payment responsibilities 
(see Recommendation 1). 

For the purpose of determining the tax equivalent amount, the 
Federal property owner would stand in the same position as a private 
owner. Local officials would apply local assessment practices and 
current tax rates to determine the Federal payments, just as they would 
a private owner’s tax bill. Like the private taxpayer, the Federal 
Government could protest or appeal the assessment or tax rate to local 
and State administrative and judicial bodies. 

At this point, the analogy to taxation of private property ceases. 
Further procedures, mostly designed to safeguard the Federal Gov- 
ernment, become available. The tax equivalent amount may be re- 
duced by a special Review Board (see Recommendation 8) upon appli- 
cation of the Federal property-holding agency if a customary State 
or local government service is provided at Federal expense to the 
taxing jurisdiction or its residents or to the Federal property or its 
residents within the taxing jurisdiction. The amount of the reduction 
is based on the unit cost of the particular service to the taxing juris- 
diction. Federal payments on self-contained installations could 
thereby be reduced sharply. The tax equivalent amount could also 
be increased by the Review Board upon application of the local taxing 
jurisdiction for expenditures incurred by” it in supplying specific 
services to the Federal properties which it does not customarily 
provide to other properties. 
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It should be pointed out that the Committee’s recommendation 
allows no offset to the tax equivalent amount for general economic 
benefits. The Committee strongly believes that such benefits are 
entirely irrelevant to the Federal Government’s responsibilities to make 
payments as a property owner since such benefits also result from the 
activities of private property owners but do not provide any basis for 
exempting or reducing taxes on the private property. It may also be 
observed that such benefits are incapable of measurement. The Com- 
mittee feels that while offsets for general economic benefits might 
appear plausible to superficial view, they lack any sound basis when 
analyzed. Arguments for such offsets really proceed from a predis- 
position to disfavor any system of Federa] payments. 

Finally, under the Committee’s proposal, the tax equivalent amount 
adjusted to reflect service burdens is made subject to a ceiling in order 
to prevent “windfalls” or unwarranted Federal payments to local 
governments.’ Before endorsing any particular antiwindfall pro- 


*Mr. Folsom has submitted the following comments on Recommendation $; “I concur 
with the Committee’s recommendation that there is need for an ‘antiwindfall’ provision to 
prevent excessive Federal payments to individual taxing jurisdictions on account of 
properties described in paragraphs (a) and (b) of Recommendation $. A limitation is 
necessary because in some situations Federal activities require an unusual concentration 
of costly improvements and equipment, greatly in excess of the ratio of improvements and 
tangible personal property to site (land) value found in private enterprise. In these 
situations, Federal payments based on the value of improvements and tangible personalty 
would result in excessive Federal contributions, 

“To Hmit payments in these situations, the Committee recommends that the Federal 
Review Board (to be created pursuant to its Recommendation 8) be authorized to adjust 
Federal payments downward in those situations, but only in those situations, where 
total Federal payments to a taxing jurisdiction exceed the total taxes levied on the aggre- 
gation of all other property. , 

“This recommendation disregards the basic principle which should generally govern 
the level of the Federal payments and which underlies our entire approach to the pay- 
ments-in-lieu of taxes problem, as developed in this report. This principle is that the 
Federal payment on account of a parcel of property should bear a reasonable relationship 
to the taxes which that property would produce if it were not required for Federal pur- 
poses and were instead utilized by taxable private enterprise. This is the sole criterion 
we have to guide us. 

“The Committee’s recommendation would disregard excessive Federal payments on indi- 
vidual parcels of property, even if very much in excess of this norm, so long as the property 
is situated in a taxing jurisdiction in which Federal properties subject to payments were 
less than all private taxable property. Thus, the Committee’s recommendation would 
leave untouched excessive payments resulting from extraordinary concentrations of 
equipment on land within industrial centers only because the Federal payment would be 
less than the city’s total tax levy. Moreover, the Committee’s recommendation would be 
totally inoperative with respect to State property taxes, since even in those nonindustrial 
States which contain relatively costly Federal installations, the value of Federal property 
is less than the combined value of all private taxable property subject to the State tax levy. 

“The Commhittee’s recommendation calls for a review by the Federal Review Board of 
the finances of the jurisdictions affected by the ‘antiwindfall’ provision to determine 
whether Federal payments in excess of amounts raised from local taxpayers are warranted. 
This would involve review of local budgets by a Federal agency and should be avoided as 
far as possible. 

“In leu of the Committee’s ‘antiwindfall’ provisions, the following is proposed as pref- 
erable although even this substitute will leave open the possibility of some windfall 
payments. Such a possibility seems inevitable under any formula approach which relies 
on objective criteria in place of subjective investigation into local needs and fiscal 
capacities : 

“That part of the assessed valuation (on which the Federal payment is based) 
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vision, the Committee examined several proposals. Many of them 
involve a formula to be automatically applied to limit the Federal) 
payment-in-lieu. The administrative simplicity of such proposals is 
attractive. On the other hand, all such formulas are unreasonably 
arbitrary in the Committee’s view. Their application neither prevents 
an unjustified payment in every case nor insures an appropriate pay- 
ment in any case. While such limitations inhere to some degree in 
any antiwindfall provision, the purely automatic formulas are char- 
acterized by more arbitrariness than the Committee can endorse. The 
Bureau of the Budget in its legislative proposal for payments-in-lieu 
(S. 788, 83d Cong., lst sess.) suggested two types of antiwindfall limi- 
tations. The first would for each Federal installation arbitrarily re- 
strict the payment for personalty and Federal improvements to realty 
to an amount ten times the tax equivalent on property exclusive of the 
Federal personalty and improvements to realty. The second limi- 
tation would allow no payment exceeding a reasonable contribution 
by the Federal Government to the support of an adequate level of 
local government service. 

The Committee is unable to accept any concept which limits the 
Federal payment by limiting the property valuation in terms of any 
fixed ratio to the value at the time of Federal acquisition. The latter 
bears no relevance either to the current value of the property or to 
the impact on the community of the Federal ownership and operation. 
If the Federal Government purchases unimproved land of low value 
and erects a large industrial plant on it employing hundreds or thou- 
sands of people, a Federal payment-in-lieu keyed to a property value 
ten times the acquisition cost would probably be wholly inadequate 
compared with the property tax. And it is the property tax, with alli 
its admitted limitations, which the Committee considers the most 


which relates to buildings, improvements and tangible personalty (as distinguished 
from the land) should bear no greater relationship to the assessed valuation of the 
land than prevails typically for similarly zoned or classified land within the taxing 
jurisdiction. In the absence of taxable parcels of land similarly zoned or classified 
within the taxing jurisdiction, the limitation should be based on the ratio prevailing 
in nearly comparable taxing jurisdictions. 

“To limit this provision to the relatively small number of cases in which the windfall 
would otherwise be very substantial, its application could be limited to those Federal 
properties (operating units) on which the Federal payment would exceed, say $100,000 
per year. To prevent erratic results at the margin, it could be provided that the 
limitation should in no case reduce the payment below $100,000. 

“This ‘antiwindfall’ provision would work as follows: Assume that a Federal industrial 
laboratory, representing an investment of $50 million (exclusive of land costs) is located 
on a parcel of land currently valued at $1 million. Assume also that in the same taxing 
jurisdiction the prevailing ratio of site value to buildings, improvements, and tangible prop- 
erty for light industry properties averages 1 to 20. This ratio applied to the $1 million land 
value produces a theoretical value for buildings, improvements, etc., of $1 million x 20, 
or $20 million. In this situation the ‘antiwindfall’ provision would lMmit the Federal 
payment on account of buildings, improvements, etc. (as distinguished from the land), 
to the levy on a $20 million taxable property. This is another way of saying that if 
the federally owned land were being useil for a privately owned industrial activity, it 
would on the average be the site of and pay taxes on a $20 million plant.” 
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appropriate measure of the Federal payment-in-lieu simply because 
this is the measure which local governments have customarily used to 
determine the contributions of property owners to local government 
support. 

The Committee has searched more for a limitation upon the Fed- 
eral payment in terms of its effect upon total revenues of the taxing 
district and thus incidentally upon the burdens borne by other prop- 
erty owners in the jurisdiction. This should be the touchstone of 
“windfall” determinations. It is difficult to perceive that a Federal 
payment, based on the value of the Federal property with offsets where 
justified, would involve a “windfall” to a community and its other 
taxpayers if the effect of the Federal payment were small on the total 
property tax receipts of the local jurisdiction or on the tax burdens 
of the other property owners. Of course, some fixed level must be 
established within which Federal payments may be considered free 
from the taint of “windfall” in order to provide administrative sim- 
plicity for handling most cases. Any fixed level has some attributes 
of arbitrariness, but the Committee considers the level recommended 
by it generally fair and equitable and the best suited to meet the in- 
numerable diverse situations with maximum equity and practicality. 

The Committee recommends the following antiwindfall provision. 
Where the Federal payments in any taxing jurisdiction do not exceed 
the total property taxes levied against other property owners, they 
should be deemed free from any “windfall” character. Where they 
would exceed this level, each individual case should be examined by 
the special Review Board to determine how much of the excess, if any, 
should be paid to the local taxing jurisdiction. The number of cases 
requiring such special review would be relatively small. No substi- 
tute for such a review has been found after diligent search. All fixed 
formulas for mechanically determining the proper payment fail to 
give any assurance of substantial justice in individual cases. The 
Committee believes that of all the various proposals studied, its 
recommended antiwindfall provision combines the greatest amount of 
administrative simplicity with the largest measure of substantial 
justice, 

Recommendation 4: 

Recommendations 2 and 3 should not apply to properties acquired 

by the Federal Government before September 8, 1939 unless the Con- 

gress has specifically authorized the payment of property taxes or pay- 
ments-in-lieu of taxes on account of such properties, 

Most students of the problem have concluded that equity does not 
require initiation of Federal payments on properties whose noncon- 
tributory status has become integrated into the economic and fiscal 
life of the community. On properties long in Federal ownership ijocal 
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tax rates and land values have grown up around the Federal tax 
immunity. Adjustments have been made. Equity requires no moles- 
tation of such cases. 

The “cutoff date” of September 8, 1939,* is recommended because, 
as the date upon which the commencement of the national emergency 
was declared, it may be taken as the starting time of the enormous 
expansion of Federal property ownership accompanying the national 
defense program. Some representatives of Federal agencies advocate 
a later date because it would reduce the Federal administrative and 
economic burden of discharging tax and payment-in-lieu responsi- 
bilities.° The Committee believes, however, that fairness requires the 
1939 date since a later date would prejudice those communities which 
have for the longest period carried more than their fair share of 
the national burden arising from the national defense program. Any 
cutoff date is arbitrary. However, some date is necessary to avoid 
unsettling settled cases and the 1939 date seems generally fair and 
reasonable. 


Recommendation 5: 


The Federal Government should make transitional payments-in-lieu 
on Federal properties described in category (c) of Recommendation 
1 which would not also fall within category (a), (b) or (e). These 


*Mr. Folsom has submitted the following comments on Recommendation 4: “I concur 
with the Committee’s conclusion that Federal payments to State and local governments 
proposed under Recommendations 2 and 8 should not apply with respect to properties the 
tax-exempt status of which has already become integrated into the economic and fiscal 
life of the community. The Committee correctly holds that where properties have long 
been in Federal ownership, local tax rates and land values ‘have grown up around the 
Federal tax immunity’ and the ‘adjustments have been made.’ 

“I do not, however, concur in the September 8, 1939 ‘cutoff’ date because it conflicts 
with our aforestated conclusion. 

“Fifteen years have already elapsed since September 8, 1939, and another year or two 
will elapse before any legislation in this area can be made operative. This is a very 
long period from the viewpoint of property ownership and tax rates. ‘Where, as a result 
of Federal property acquisitions, taxing jurisdictions found it necessary to compensate 
for the loss of revenue by increasing the tax rates on taxable property, these tax increases 
have long since been reflected in the reduction of property values (below the values 
which would have prevailed in the absence of these tax increases). Large proportions of 
these properties are no longer in the hands of the taxpayers who bore the impact of the 
tax increases. Sample data indicate that of the 23.5 million individuals who owned homes 
in 1940, not more than half own the same home in 1954. In some parts of the country 
the proportion is even smaller. The others received prices which reflected the tax 
exemption of Federal properties when they sold their properties. 

“For this reason, if Federal payments were now initiated on properties acquired as long 
ago as 1939, they would in large part accrue to property owners who are not entitled to 
them. Such unnecessary gratuities at the expense of Federal taxpayers are not justified. 

“If a ‘cutoff’ date is provided, it should be as nearly current as practicable. It should 
not be earlier than July 1, 1950. This ‘cutoff’ date would permit payments to be made 
with respect to the large Federal property acquisitions associated with defense require- 
ments since the outbreak of hostilities in Korea and with the expanded atomic energy 
program. Even this date would, in some situations, result in payments to communities 
in which adjustment to Federal property ownership is already largely completed. The 
frequency of these instances, however, would not be incompatible with reasonable fairness.” 

* Compare the estimated Federal costs involved in alternate cutoff dates. See appen- 
dices G and H. 
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transitional payments should be made over a 10-year period in dim- 
inishing amounts. With respect to properties in Federal ownership 
at the time of the enactment of the legislation here proposed, transi- 
tional payments should be limited to properties acquired within the 
immediately preceding 10 years. 


Under Recommendation 1 many Federal properties will continue to 
be exempt from any obligation to contribute to the support of local 
governments even though they may be properties which, by and large, 
serve primarily national or regional purposes rather than the local 
public. ‘That recommendation rests upon considerations of the tradi- 
tional governmental character of such properties and the general ac- 
quiescence in their tax-immune character. For most of these proper- 
ties either because of their fairly scattered locations and resultant 
levity of burden on any one taxing district, the absence of any re- 
quirements that they contribute taxes or payments in lieu of taxes will 
probably involve little real hardship to local governments. However, 
new Federal acquisitions which remove properties from local tax rolls 
definitely do impose hardships. 

To cushion the shock of a sudden depletion of the tax base, the Com- 
mittee recommends that new Federal acquisitions for the purposes 
named should carry with them the obligation to make transitional 
payments-in-lieu on a declining basis. These payments would provide 
States and local governments a reasonable period for adjusting their 
finances to the loss of permanent tax income. An appropriate formula 
for calculating the payments-in-lieu would be the tax equivalent (as 
measured by the average taxes on the property of the last 2 years before 
the Federal acquisition) reduced by one-fifth every 2 years until pay- 
ments ceased at the end of 10 years. Federal property acquired 
within the last 10 years would make\ratable contributions. Thus, for 
eligible properties which have been held for 4 years, transitional pay- 
ments of 60 percent of the tax equivalent would be made for 2 years, 
40 percent for the next 2 years, and 20 percent for the final 2 years. 

For new Federal land acquisitions for purposes now subject to 
shared revenues this Committee is recommending protection of the 
State or loca] government against revenue loss by proposing transi- 
tional payments in lieu of taxes in the case of national forest lands and 
permanent payments in the case of national parks, wildlife refuges and 
flood control lands. See recommendations in chapter 14 of this report. 


Recommendation 6: 


In all the foregoing Recommendations, the term “property” includes 
“real property” and “tangible personal property” according to the 
legal definitions of these terms in the State of situs. 


*This formula is set forth in the Bureau of the Budget’s legislative proposal, 8. 788 
(83d Cong., 1st sess.). 
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Under Recommendation le, all Federal personalty except that 
incidental to commercial and industrial operations is exempt from a 
contribution requirement. However, property incidental to such 
operations must make.a payment and this recommendation is intended 
to make the requirement explicit. 

The tax subjects under property tax laws vary from State to State. 
Sometimes only realty is included ; sometimes both realty and tangible 
personalty; and sometimes only realty and certain types of tangible 
personalty. In every case the scope of the tax subjects determines the 
size of the tax base and thus influences the tax rate. Losses in local 
taxes through exemptions accorded tangible personalty place a burden 
upon other taxpayers just as directly as losses in taxes through exemp- 
tions accorded realty. Where the local tax losses are ones which Fed- 
eral taxpayers should reimburse because of equitable considerations, 
the rules should be the same whether the local tax loss arises from the 
immunity of Federal tangible personalty or from the immunity of 
Federal realty. If equity requires a Federal payment because of a 
Federal property holding, there is no basis in logic for distinguishing 
between the tangible personalty and the realty. In fact, to pay on 
the realty but not on the tangible personalty discriminates in favor of 
States taxing only the former because they will get a fully equitable 
contribution to local government costs, where States taxing tangible 
personalty as well as realty will get only a partial contribution. This 
result hardly balances the equities. The Committee recommends that 
the Federal responsibility for paying taxes or making payments-in- 
lieu apply to both realty and tangible personalty in accordance with the 
laws of each State defining the subjects of the property tax in that 
State. The Committee does not recommend that the system of Fed- 
eral payments embrace payments on Federal intangibles. The exemp- 
tion of Federal intangible personal property from State and local 
taxation presents no problem. 


Recommendation 7: 


The Federal Government should consent to the payment of special 
assessments to finance local improvements where both non-Federal 
and Federal properties are included in the benefited district and sub- 
jected to the assessment, provided that Federal property is treated on 
the same basis and accorded the same safeguards and exemptions as 
non-Federal properties. 


Such special assessments are essentially land service charges for 
particular improvements which enhance the value of the property. 
Consent to special assessments has already been given in the case of 
local improvements benefiting real properties of the Reconstruction 
Finance Corporation. The consent should be extended to all Federal 
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real properties. Of course, the Federal Government should have the 
same rights and privileges as any private property owner to approve, 
reject, or contest local improvements, Federal delinquency in mak- 
ing any payments should not authorize penalties or proceedings against 
the land. The rule here should be analogous to the rule on nonattach- 
ment of penalties in cases of Federal tax liability. 

The Committee recommends that the general statutory consent to 
special assessments against Federal property be confined to cases 
where the improvement financed by the special assessment benefits 
private as well as Federal property. This general statutory consent 
should not apply in cases where only Federal property is involved. 
It does not seem reasonable to require the Federal Government to pay 
through special assessments for projects desired by local communi- 
ties but not agreed to by the Federal Government where it, alone, 
would have the obligation of defraying all costs of the project.’ It 
is foreseeable, for example, that a community containing a Federal 
tract of land might wish to put a roadway or water or sewage line 
through the Federal land even though such a project might be incom- 
patible with Federal plans for utilization of the tract. If the project 
does not abut non-Federal land, Federal dissent should preclude 
Federal liability for assessment. If the Federal property owner 
specifically consents to the improvement, however, it should have 


authority to pay the special assessment even though it is the only 
land owner affected. On the other hand, where the project adjoins 
non-Federal as well as Federal lands, the Federal land owner should 
be subject to special assessments for the improvement, despite its 
disapproval of the project, just as a private land owner. 


‘This point was raised by several Federal agencies in objecting to provisions of S. 788 
and H. R. 5605 (as passed by the House) consenting to special assessments, 

“We believe that it is possible, under title III, notwithstanding this proviso (1. e., for 
appeal, ete.), that local jurisdictions or improvement districts may undertake improve- 
ment projects which would be financed in large part by assessments on Federal property 
and which may actually conflict with the desires and plans of the Federal Government for 
development of its own properties.” (Letter from the Atomic Energy Commission ‘to the 
House Committee on Interior and Insular Affairs, May 20, 1953.) 

“It is our opinion that this provision is dangerous jn that it would expose such property 
to assessments by local governments for drainage, irrigation, roads, or other types of local 
improvements which might be in conflict with the program for which the properties are 
being administered. ‘ Accordingly, we strongly recommend that this section be changed to 
authorize payments by the Federal Government of special assessments on Federal real prop- 
erty, as defined, only when it is determined by the Federal agency administering the prop- 
erty that the improvements are in the interest of the United States.” (Letter from the 
Department of Agriculture to the House Committee on Interior and Insular Affairs, March 
5, 1952.) 

“Nor is this Office convinced of the desirability of consenting to special assessments for 
local improvements as provided in the bill. It appears that there could be commenced 
thereunder, against the will of the Federal Government and for which no Federal need 
exists, projects desired by local areas or officials. Also, while such local areas would 
derive the benefit of such a project, their costs would be borne by the United States, 
which may have no need or desire therefor.” (Statement of B. L. Fisher, Acting Comp- 
troller of the United States, Hearings before a Subcommittee of the House Committee on 
Government Operations on H. R. 5605, July 20-21, 1953, p. 52.) 
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Recommendation 8: 


Congress should authorize and direct the President to appoint an 
administrative Review Board, composed of three members who should 
have responsibility for 

a. Promulgating rules and regulations governing the payment pro- 
gram and assuring that all property-owning Federal agencies pursue 
uniform payment policies. 

b. Determining the amount of adjusted payments in lieu of taxes 

under Recommendation 3. 

c. Resolving, as an appellate body, Federal and State/local differ. 
ences arising under this program. 
d. Submitting annual reports to the President. 

An advisory committee should be established to consult and advise 
the administrative Review Board with respect to the administration of 
the payment program. This Committee should consist of heads of 
Federal agencies and representatives of State and local governments, 
and of the public. This Committee should recommend to the Presi- 
dent such changes in the payments legislation as it deems necessary. 


The administration of the payment-in-lieu program proposed by 
the Committee requires the establishment of a Federal Review Board. 
Adjustment of the tax equivalent amounts for offsets or special credits 


would become the responsibility of such a Board. This Board would 
also have authority to determine the “windfall” character of any 
payment-in-lieu under the Committee’s proposed formula. A special 
Review Board to discharge these functions in the administration of 
any payment-in-lieu program seems essential if the placing of final 
authority in either the local government or the individual Federal 
property-holding agency is to be avoided. The Committee strongly 
recommends that this authority be placed in a neutral, disinterested 
body and believes that the Board it proposes would be such a body. 

This Board would also have the duty of promulgating rules and 
regulations governing the payment program and assuring that all 
property-owning Federal agencies pursue uniform payment policies, 
and of submitting annual reports to the President. The Federal pay- 
ment program obviously requires some central agency to promulgate 
uniform rules to be followed by all Federal agencies making payments. 
Otherwise, different agencies would develop varied practices. Also, 
any new and important Federal program, as the Federal payment 
program is, ought to be periodically evaluated in reports to the Presi- 
dent. Both of these necessities have been recognized in two of the 
most important proposed bills on the subject of Federal payments, 
namely, S. 788 (83d Cong., ist sess.) drafted by the Bureau of the 
Budget and S. 2473 (83d Cong., 1st sess.), the Knowland bill. The 
responsibilities for the discharge of these functions obviously should 
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be vested in the same body which has the authority to administer the 
payment-in-lieu adjustments. 

It should be pointed out that the Committee does not propose that 
the Review Board make the Federal payments. These should be made 
by each Federal property-holding agency for its properties. Each 
agency should defray the costs of payments on its properties from its 
individual budget and should be required to justify its property hold- 
ings in budget requests. 

The Committee strongly recommends that an advisory committee 
be established composed of representatives of Federal, State and 
local governments and of the public to advise the Review Board. 
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Chapter 9 


COSTS TO FEDERAL GOVERNMENT 


Estimation of the costs to the Federal Government of any program 
for paying local taxes or making payments-in-lieu involves numerous 
difficulties with unknown factors. A first requirement is a clear defini- 
tion of the Federal properties which will be subject to payment obliga- 
tion and of any limitations to be placed upon a tax equivalent payment. 
Obviously, the costs of different programs vary enormously. Sec- 
ondly, information concerning the nature, value, and location of Fed- 
eral property subject to payment requirements is essential. In the 
absence of a complete contemporaneous inventory of Fecleral prop- 
erty, the only method for securing this information is to aggregate 
data supplied by individual Federal agencies after they have surveyed 
their property holdings. Such surveys involve much time and labor 
in view of the way that Federal property holdings are recorded. Fur- 
thermore, Federal agencies, having no knowledge of the value of their 
properties for tax purposes, are in no position to report more than 
the costs to the Federal Government of acquiring the property ad- 
justed, in some cases, for depreciation. There are then difficulties in 
ascertaining the proper rate to apply to the property values to find 
the Federal tax liability. Since these vary widely in different locali- 
ties, reasonable accuracy would require consideration of the location 
of each unit of Federal property. In the case of payments-in-lieu the 
effect of offsets or other payment-limiting factors offers further com- 
plications. Finally, of course, estimates have no prospective accuracy 
since the nature and amount of Federal holdings may change, loca- 
tions of personal property may shift, and tax rates in any jurisdiction 
may change. Under all these circumstances the best estimates possible 
are admittedly rough. 

The difficulties of making estimates have been pointed up by the 
Bureau of the Budget in the Senate hearings on S. 2473 and H. R. 5605. 

It is difficult to translate these estimates of property costs into dependable 
estimates of the payments that would be made to local taxing authorities under 
this legislation. Gross cost is only one factor considered in assessing properties 
for tax purposes. Assessment practices vary widely, from township to township, 


from county to county, and from State to State. The ratios of assessed to ful! 
market values may differ for similar properties in a single assessment district. 
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There are wide variations in a given county or State. No general countrywide 
compilation is available on this subject, excepting for farm real estate. Only 
a few States provide information from which average effective property tax 
rates can be estimated, and these are almost exclusively for real estate. There 
are no such ratios available for personal property, excepting perhaps on a special, 
localized basis." 

The Bureau of the Budget has made estimates of the payments 
which might be made under S. 2473 on account of Federal properties. 
This bill contemplated payments only on “defense production facili- 
ties” but included both tangible personalty and realty. (See appendix 
F, p. 189.) After observing the difficulties inherent in a determination 
of Federal property values upon which payments under S. 2473 would 
be based, the Bureau of the Budget explained its estimates as follows: 


Accordingly, it becomes necessary to resort to a rough-and-ready basis for 
estimating payments that might be made under 8S. 2473. From the fragmentary 
information available, it appears that the payments to be made on real estate 
would average at least 1 percent, and possibly as much as 1.5 percent, of the full 
market value. 

Personal property is less fully assessed than real estate, and most types of 
personal property are assessed at a smaller percentage of market value in nearly 
all the jurisdictions which tax such property. Consequently an estimate based 
on the range of effective rates assumed for real estate would almost certainly 
overstate the Government’s liability for payments on personal property under 
8. 2473. Assuming an average effective rate of 1 percent, the payments on per- 
sonal property valued at $9.1 billion would be $91 million. 

Using these assumptions, and an effective date of June 30, 1953, the total of 
payments under 8. 2473 may be estimated at $115 to $127 million for the fiscal 
year 1954. In addition, there would be administrative expenses, primarily in 
the field operations of the agencies which own and manage the properties. With 
a small allowance for central direction and rulemaking, the administrative ex- 
pense has been estimated at $4.6 million for the first year and somewhat less in 
later years. By these necessarily rough approximations, then, the aggregate cost 
of S. 2473 is estimated at about $120 to $132 million at the present time; that is, 
for fiseal year 1954.” * 


Estimates are also available under another bill proposing payments 
on Federal properties. This bill, S. 788 (83d Cong., 1st sess.) , provides 
variously for payments of taxes and special assessments and for pay- 
ments-in-lieu and hardship payments on different types of Federal 
property. In the case of commercial and industrial properties, how- 
ever, it arbitrarily limits payments on personalty and improvements 
to realty to 10 times the tax equivalent on the rest of the property in 
any particular installation. Moreover, the tangible personalty sub- 
ject to payment is limited to that affixed to the realty and does not 
include inventories of raw materials, semifinished, and finished prod- 
ucts. Finally, any payments-in-lieu are limited to amounts which 


1 Statement of I. M. Labovitz, Labor and Welfare Division, Bureau of the Budget. 
Hearings, Subcommittee on Legislative Program, Committee on Government Operations (83d 
Cong., 24 sess.) on 8. 2478 and H. R. 5605, June 2-38, 1954. 

3 Ibid. 
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will constitute a reasonable contribution by the Federal Government 
to the support of an adequate level of local government services. The 
result is that in terms of property uses, S. 788 is more comprehensive 
than S. 2473; in terms of personal property and limitations on indi- 
vidual payments, S. 788 is more restrictive. 

Estimates by the Bureau of the Budget of new Federal costs under 
S. 788 were $111,200,000 for a property acquisition cutoff date of Sep- 
tember 8, 1939, $32,300,000 for a cutoff date of January 1, 1946, and 
$23,700,000 for a cutoff date of July 1, 1950. These estimates related 
to payments in the fiscal year 1950. For details, see appendix G, 

. 194. 

The payment program contemplated by the Committee’s recom- 
mendations is substantially broader than that provided for in S. 2473 
or S. 788. For it, no accurate cost estimates are available. Those made 
by the Bureau of the Budget for programs under S. 2473 and S. 788 
provide the best basis for constructing estimates under the Commit- 
tee’s recommendations. Estimates * of costs under S. 2473 in the fiscal 
year 1954, based on properties owned on June 30, 1953, and a 1939 
cutoff date, indicate a sum ranging from $157 to $174 million where 
the assumed effective tax rate on personalty and realty is 1 percent 
and a sum of $190-$216 million where the assumed effective tax rate 
is 1 percent on personalty and 114 percent on realty. The range in 
sums (with each assumption for effective tax rates) is attributable to 
unresolved doubts concerning the amount of Federal realty which 
would be subject to S. 2473 with a 1939 cutoff date. The gross costs 
of such property are estimated to be within a range from $514 to about 
$714 billion. The details of these estimates may be found in ap- 
pendix H, p. 196. 

Variations in the scope of properties subject to payment under S. 
2473 with a 1939 cutoff date compared to the properties subject to 
payment under the Committee’s recommendations qualify the utility 
of the cost estimates under S. 2473 as indicative of probable costs 
under the Committee’s recommendations. On the one hand, the Com- 
mittee’s recommendations embrace highly valuable properties ex- 
cluded from costs under S. 2473, such as properties of the Atomic 
Energy Commission, multipurpose power projects, properties of a 
noncommercial, nonindustrial nature devoted primarily to national 
or broad regional purposes, and properties subject to transitional 
payments. On the other hand, the Committee’s recommendations 
contemplate payments on a more restricted class of personal property 
than S. 2473 provided for. Finished goods, for example, are com- 
pletely excluded from payment obligations where S. 2473 required 
payments on all finished goods stored or otherwise located on the 
premises of defense production facilities. 


* These were prepared for the Study Committee by I. M. Labovits, Assistant to the Chief of 
the Labor and Welfare Division, Bureau of the Budget. 
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Without accurate information concerning the effect upon cost 
estimates of the variations in coverage as between S. 2473 with a 1939 
cutoff date and the recommendations of this Committee, some indica- 
tion of the magnitude of costs under the Committee’s recommendations 
may, nevertheless, be secured by adding to cost estimates under S. 
2473 with a 1939 cutoff date, the estimates of costs of payment for 
Atomic Energy Commission properties. Such a procedure treats 
as mutually canceling all other cost variations as between S. 2473 
with a 1939 cutoff date and the Committee’s recommendations. 

Estimates of the cost of payments on Atomic Energy Commission 
properties under S. 2478 with a 1939 cutoff date range from $31 
million, if the assumed effective tax rate on personalty and realty 
is 1 percent, to $43 million if the assumed effective tax rate on per- 
sonalty is 1 percent and on realty is 144 percent. If these sums are 
added to the top range of estimated property values subject to S. 
2473, the resulting cost estimates for Federal payments under the 
Committee’s recommendations are $205 million where realty pay- 
ments are calculated at an average effective tax rate of 1 percent 
and $259 million where such payments are computed at a rate of 11%, 
percent. 

It should, however, be pointed out that cost estimates based on S. 
2473 make no allowance at all for the ceiling limitation imposed 
on all payments in lieu of taxes under the Committee’s recommen- 
dations. This limitation to prevent “windfalls” would probably limit 
the Federal payment in most cases to an amount not exceeding the 
property tax revenues of the particular taxing district secured from 
non-Federal property. It might not do so in every case or in any 
particular case because in order to prevent the limitation upon pay- 
ment from becoming an instrument of injustice, any case where the 
Federal payment would exceed property tax receipts of the local tax 
jurisdiction from non-Federal property may, upon application of 
that jurisdiction, be reviewed by a special board for the purpose of 
determining how much, if any, of the excess should be included in 
the Federal payment. The overall effect of these provisions on the 
total Federal costs under the payment program is difficult to evaluate. 
What seems reasonably clear, however, is that these provisions could 
sharply reduce the Federal payments attributable to Atomic Energy 
Commission properties because the most costly installations of this 
agency are located in rural local tax jurisdictions where property 
tax receipts are probably at a relatively low level and thus form a 
relatively low ceiling on Federal payments in that jurisdiction. 

It should also be pointed out that these cost estimates are based 
upon Federal property holdings as of June 30, 1953. The Federal 
inventory is constantly changing and increases or decreases, of course, 
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affect the costs of any Federal payment program. For example, it 
appears that increases in Atomic Energy Commission property hold- 
ings in the year ending June 30, 1954 would add from $11 to $15 
million to the Federal costs described above depending upon whether 
1 percent or 144 percent is used in the estimates as the average effective 
tax rate on realty. No information is at hand indicating increases or 
decreases in other Federal property holdings during the same year. 
Other important variables affecting total annual payments under 
any Federal payment program would be changes in the local assess- 
ment ratios and the local tax rates, both of which factors have been 
merged in the concept of average effective tax rates used in the 
calculation of the above cost estimates. 
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Part IV 
Chapters 10-14 


+ * * a + 
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APPENDICES TO THE 
STUDY COMMITTEE’S REPORT 


AppENDIx A.—Area, in Acres, of Lands in Federal Ownership‘ 


[Federal Government land as percent of all land in the United States] 
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AppENpDIx B,—Impact Upon Communities 


1. In Stratford, Conn., a large federally owned plant leased to a private 
operator produces airplane engines. It was previously privately owned and 
paid taxes but was acquired and greatly expanded by the United States Govern- 
ment as part of the national defense program. It is now tax exempt. Its ap- 
praised value exceeds that of all other properties in the town combined, $83 
million as against $67 million. The population of the town has doubled since 
1930 largely because of the increased employment (present 3,500) in this 
plant. The increased population has multiplied local government costs. A 
very small police department aided by local constables and a volunteer fire 
department have grown into full-time, fully equipped professional staffs of 
47 and 43 men, respectively. Necessary expansion of sanitation facilities has 
cost about $1 million in recent years. School enrollment has increased from 
5,270 to 7,200 in the last 7 years. The school budget has more than doubled 
from $878,331 to $1,812,747. Almost $6 million in new school construction was 
required in the last 5 years, and although the tax rate for school support has 
increased about one-third, the town’s limited tax resources compel school opera- 
tion at a per pupil cost of about one-eighth less than the State average ($195 
compared to $245).—From the summary of information supplied by Harry B. 
Flood, Town Manager, Stratford, Conn., in a letter to the Commission on Inter- 
governmental Relations dated January 14, 1954. 

2. “At the beginning of World War I, in 1917 the Government took title to 
the Hoboken Terminal, comprising 6 piers and 1,959,600 square feet (50.5 acres) 
of land having an assessed value of $12,269,000. During World War II the 
United States Navy took title to additional property consisting of 21.3 acres, 
together with improvements thereon, assessed for $7,227,000. The total as- 
sessed value of Government-owned property in Hoboken is $19,496,000. The 
total area is 57.33 acres, or 14.4 percent of the total land area of the city, and 
14.462 percent of the total assessments. 

“The additional tax burden imposed upon the taxpayers of Hoboken by the 
exemption of the pier property controlled and operated for commercial purposes 
by the Maritime Commission, from 1918 to 1949, amounts to $16,046,440.73.”— 
Memorialization by the city of Hoboken, N. J. to the United States Maritime 
Commission for Hoboken’s Acquisition of Title in Government-Owned Piers, 
April 22, 1949, p. 3, 5-6. 

3. “The Federal Government owns approximately 6% square miles of San 
Francisco’s small area of only 44 square miles. Deducting State-owned prop- 
erty it would own 6% square miles out of 28. Fedéral real property in San 
Francisco is valued at about $170 million with a minimum present tax loss to 
San Francisco of about $5 million, a severe burden to San Francisco and its other 
property owners who may pay higher taxes. In view of San Francisco’s con- 
fined peninsula type location and its built-up condition, there is a serious 
shortage of property and therefore any property released by the Federal Gov- 
ernment could be immediately used by private industries or home owners and 
would give rise to private payrolls and increased property tax returns.”— 
Francis V. Keesling, Jr., Hearings (unpublished) before the House Committee 
on Public Lands on H. R. 1356, March 2, 1949, pp. 40-41. 
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4. A typical case of actual tax loss by interagency transfers of Federal 
property may be found in Adrian, Mich. In this city of 18,400 people the 
Defense Plants Corporation built a plant in 1942-43 and leased it to a private 
operator for production of critical war material. By statutory Federal consent 
the plant was subject to property taxes. Taxes were paid until 1952 when pay- 
ments ceased because the plant had been transferred to the United States 
Government for use by the Air Force. The tax loss was $87,958 annually 
or 9 percent of city tax receipts representing $5 for every person in the city. 
The city furnishes all municipal services to the plant and its employees. The 
population growth, attributable in fair measure to the plant, has increased the 
volume of all municipal services and necessitated a bonded indebtedness of over 
$2,500,000 to increase school, water, and sanitation facilities—Hearings, Sub- 
committee on Legislative Program, Committee on Government Operations (83d 
Cong., 2d sess.) on 8. 2473 and H. R. 5605, June 2-3, 1954. 

5. In Burlington, N. J., a Defense Plants Corporation plant, built in 1942, 
was subject to taxes. Three days before the 1950 tax year the plant was 
transferred to another Federal agency and immediately the city lost thereby 
18.4 percent of its property tax base. Since that time the city has been defraying 
one-third of its current expenses out of surpluses accumulated during the war 
years and earmarked for city improvements, including school construction, now 
financially impossible to make.—Summary of interview between Mayor Anthony 
T. Greski and other city officials of Burlington, N. J. and Leslie A. Grant, 
Research Associate, Commission on Intergovernmental Relations. 

6. On a broader State basis the effects of Federal property acquisitions since 
18939 have been described as follows: 

“In California, between 1939 and 1952, the Federal Government acquired 
2,114,516 acres of land. It has an estimated assessed valuation of $73,051,269. 
Improvements thereon have an estimated assessed value of $244,921,255. The 
estimated yearly property tax loss to local government in California alone on 
Federal property acquired since 1989 is $16,927,107. Military and defense 
plants alone represent $280,569,910 in estimated assessed valuation that has been 
lost to local government in California. That loss in revenue became an addi- 
tional tax burden to the property owners throughout the State even though the 
Federal acquisitions served a national interest. The inequitable tax burden 
thereby thrust upon particular taxpayers should be recognized as the prime 
responsibility of all who pay taxes to the Federal Government.”—National As- 
sociation of County Officials. “Why * * *” 1953. p. 6. 
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AppENDIX C.—Provisions for Revenue Sharing Affecting Fed- 
eral Properties * 


DEPARTMENT OF AGRICULTURE 


National forests (in general).—Twenty-five percent of all moneys received 
from each national forest shall be paid to the State in which the national forest is 
located. The proceeds are to be used as the State legislatures shall prescribe for 
the benefit of the public schools and roads of the counties in which the national 
forest is located. The sums currently being paid to the States amount to ap- 
proximately $18 million per year (16 U. 8. C. 500). Although not strictly a 
share-the-revenue arrangement, but worthy of note nevertheless, is the provision 
under which 10 percent of the receipts from national forests are designated by 
Congress to be spent for the construction and maintenance of forest roads and 
trails within the national forests in the States from which such receipts are 
derived. The sums currently being expended amount to approximately $7 millio 
per year (16 U.S. C. 501). 

National forests in Arizona and New Mezvico.—Such proportion of the gross 
proceeds of all national forests located within Arizona and New Mexico as the 
area of lands granted for school purposes bears to the total area of all national 
forests in each of the two States, shall be paid to each. The proceeds are to be 
paid into the common school fund of each State. The sums currently being paid 
in Arizona and New Mexico total approximately $130,000 per year (36 Stat. 562, 
578, sec. 6, 24). 

Submarginal land held by the Soil Conservation Service.—Twenty-five percent 
of net revenues received from the use of such lands (but exclusive of proceeds 
from sale of land) shall be paid to the counties in which such lands are situated. 
The funds are to be used for school and road purposes. The sums currently being 
paid to the counties amount to approximately $385,000 per year (7 U. 8. C. 
1012). 

DEPARTMENT OF DEFENSE 


Lands acquired for flood-control purposes by Corps of (Army) Engineers.— 
Seventy-five percent of moneys received from the lease of such lands shall be paid 
to the States in which such property is located. The proceeds are to be used as 
the State legislatures shall prescribe for the benefit of the public schools and 
roads of the counties in which the lands are located. The sums currently being 
paid to the States amount to approximately $850,000 per year (33 U. S. O. 70l1c 
(3)). 

DEPARTMENT OF THE INTERIOR 


Public lands sold, including timber, sand, and other materials thereon.—Five 
percent of the net proceeds from the sale of such lands, including materials 
thereon, shall be paid to the States in which located. The proceeds are designated 
for various uses including education, roads, and certain other internal improve- 
ments (31 U. 8. C. 711 (17), 43 U. S. C. 391, 1187, and numerous acts applicable to 
single States). ‘The sums currently being paid to the States amount to approxi- 
mately $85,000 per year. 


1 Report on Tawves and Other In-Lieu Payments on Federal Property, May 18, 1954. Pre- 
pared for House Committee on Interior and Insular Affairs by Raymond B. Manning 
(Senior Specialist in Taxation, Legislative Reference Service, Library of Congress), 
Committee Print No. 23 (83d Cong., 2d Sess.). 
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Public lands in Alaska reserved for school and other educational purposes. — 
The entire income derived from the sale of timber and disposition of such lands 
reserved for school or other educational purposes or minerals thereon shall be 
set apart as permanent funds of the Territory to be invested. The income from 
the investment shall be expended as the legislature may prescribe for the benefit 
of the public schools or the agricultural college and school of mines. The sums 
currently being added to the fund amount to approximately $800 per year (48 
U. 8. C. 353). 

Public lands within grazing districts —Twelve and one-half percent of the graz- 
ing fee receipts (sec. 3 permits) are paid to the States. The proceeds are to be 
used as the State legislatures shall prescribe for the benefit of the counties in 
which the lands are located. The sums currently being paid to the States amount 
to approximately $182,000 per year (43 U. 8. C. 315b, 315i). 

Grazing fee receipts from public lands outside grazing districts.—Fifty percent 
of the grazing fee receipts from such lands (sec. 15 leases) are paid to the States. 
The proceeds are to be used as the State legislatures shall prescribe for the benefit 
of the counties in which the lands are located. The sums currently being paid 
to the States amount to approximately $175,000 per year (43 U. 8S. C, 315i, 315m). 

Grazing districts on Indian lands ceded to the United States.—Thirty-three and 
one-third percent of the fees from grazing districts on such lands are paid to the 
States in which such districts are located. The proceeds are to be used as the 
State legislatures shall prescribe for the benefit of the public schools and roads 
of the counties in which such grazing lands are located. The sums currently 
being paid to the States amount to approximately $200 per year (43 U. S. C. 315j). 

Revested Oregon and California grant lands,—Fifty percent of the receipts of 
the Oregon and California land grant fund, plus the unearmarked portion of an 
additional 25 percent are paid to the Oregon counties in which the lands are 
situated. The funds may be used for the same purposes as other county funds, 
The sums currently being paid to the counties amount to approximately 
$4.8 million per year (39 Stat. 218, 50 Stat. 875-6). 

Reconveyed Coos Bay Wagon Road grant lands in Coos and Douglas Counties, 
Oreg.—Up to 75 percent of the receipts of the United States from such lands may 
be paid to the counties. The amount actually paid shall be determined after 
appraising and assessing the lands and timber thereon. The same rate of taxes 
as is applied to similar private properties shall be applied to the assessed valua- 
tion. The funds shall be used for common schools, roads, highways, bridges, and 
port districts. The sums currently being paid to the counties amount to approxi- 
mately $26,000 per year (53 Stat. 753-4). 

Mineral lands.—Thirty-seven and one-half percent of the receipts in bonuses, 
royalties, and rentals under the Mineral Leasing Act, and rents and royalties 
from potash and potassium deposits are paid to the States and Alaska. The 
proceeds are to be used as the State or Territorial legislatures may prescribe for 
the construction and maintenance of roads, for the support of public schools or 
other public educational institutions. The sums currently being paid to the 
States and Alaska amount to approximately $18 million per year (30 U. 8S. C. 191, 
275, 285, 286, 292). 

Oil and gas lands, south half of Red River, Okla.—Thirty-seven and one-half 
percent of the oil and gas royalties from such lands shall be paid to the State in 
lieu of State and local taxes on Kiowa, Comanche, and Apache tribal funds. 
The proceeds are to be used by the State for roads and public schools. The sums 
currently being paid to the State amount to approximately $15,000 per year (42 
Stat. 1448, 44 Stat. 740, 48 Stat. 1227, sec. 4). 

Oil and gas lands added to the Navajo Indian Reservation in Utah.—Thirty- 
seven and one-half percent of the net royalties from such lands shall be paid to 
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Utah. The proceeds shall be used for paying the tuition of Indian children in 
white schools, or building or maintaining roads across the lands, or for the benefit 
of Indians residing on the reservation (47 Stat. 1418). 

Boulder Canyon Project.—$600,000 of the revenues from the operation of the 
Boulder Canyon project are appropriated to Arizona and Nevada, each State 
receiving $300,000 (43 U. S. C. 617c, 618-618c). 

Wildlife refuges under Migratory Bird Conservation Act.—Twenty-five percent 
of the net proceeds from the sale of wildlife refuge products and privileges are 
paid to the counties in which the refuges are located. The proceeds are to be 
expended for the benefit of public schools and roads. The sums currently being 
paid to the counties amount to approximately $350,000 per year (16 U. S. C. 715s). 

Revenue from excise taz on firearms, shells and cartridges.—A sum equal to the 
revenue from the excise tax on firearm, shell and cartridge manufacture is 
distributed among the States. The proceeds are to be used for wildlife restora- 
tion, including management research. The sums currently being paid to the 
States amount to approximately $10 million per year (16 U. S. C. 669-669/). 

Revenue from excise tar on fishing rods, etc—A sum equal to the revenue 
from the excise tax on fishing rods, creels, reels, and artificial lures, baits and 
flies is distributed among the States. The proceeds are to be used for fish res- 
toration, including research into fish culture and management, formulation of re- 
stocking plans, acquisition of breeding places, etc. The sums currently being 
paid to the States amount to approximately $2.5 million per year (16 U. 8. C. 777- 
777k). 

Alaska game licenses.—Fifty percent of the net proceeds from the sale of var- 
ious game licenses and permits in Alaska are paid to the Territory. The pro- 
ceeds may be expended through the Territorial school fund. The sums cur- 
rently being paid to Alaska amount to approximately $62,000 per year (48 U. 8. C. 
1y9 (k)). 

FEDERAL Power COMMISSION 


National forests and public lands.—Thirty-seven and one-half percent of the 
funds derived from licenses issued by the Commission for the occupancy and 
use of such forests and lands shall be paid to the States in which they are lo- 
cated. The sums currently being paid amount to approximately $35,000 per year 
(16 U. 8. C. 810). 


TENNESSEE VALLEY AUTHORITY 


Gross proceeds from the sale of power.—Payments shall be made to States 
and counties equal to 5 percent of the gross proceeds from the sale of power, in 
lieu of taxes on property, franchises and income. The payments shall be ap- 
portioned (@) one-half on the basis of power sales, and (6) one-half on the basis 
of the book value of power property. The payments to each State (including 
counties therein) shall not be less than the 2-year average of State and local 
ad valorem property taxes levied (immediately prior to acquisition) against 
power property purchased and operated by the Tennessee Valley Authority and 
against that portion of reservoir lands related to dams constructed by or on 
behalf of the United States and held or operated by the Tennessee Valley Au- 
thority and allocated to power. The minimum payment to any State is $10,000. 
The Tennessee Valley Authority shall pay directly to the counties sums (which 
will be deducted from the allocation to the State) equal to the 2-year average 
of county and other local ad valorem property taxes upon power property and 
reservoir lands allocable to power as determined above. The sums currently 
being paid to States and counties amount to approximately $3.1 million ver year 
(16 U. 8. C. 881). 
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AppenpDix D.—Provisions for Payments in Lieu of Taxes on 


Federal Properties * 


Atomic ENEercy CoMMISSION 


Property previously subject to tawation which has been acquired by the 
Atomic Energy Commission.—Payments may be made by the Commission in 
amounts, at the times, and upon the terms the Commission deems appropriate, 
but the Commission shall be guided by the policy of not making payments in 
excess of the taxes which would have been payable for such property in the 
condition in which it was acquired, except in cases where special burdens have 
been cast upon the State or local government by activities of the Commission, 
the Manhattan Engineer District, or their agents. In any such case, any benefit 
accruing to the State or local government by reason of such activities shall be 
considered in determining the amount of the payment (42 U. 8. C. 1809 (b)). 


DEPARTMENT OF AGRICULTURE (see also APPENDIX C) 


Lands acquired for certain public works.—Provision is made with respect to 
lands acquired in certain States for specified works designed to improve runoff 
and waterflow retardation, and soil erosion prevention. There shall be paid 
annually to the counties in which such lands are located a sum equal to 1 percent 
of the purchase price, or if not acquired by purchase, then 1 percent of their 
valuation at the time of acquisition (58 Stat. 905). 

Superior National Forest lands in Minnesota.—There shall be paid to the 
State of Minnesota three-fourths of 1 percent of the fair appraised value of 
Superior National Forest lands in Cook, Lake, and St. Louis Counties, Minn. 
The State shall pay the sums received to the counties involved in conformity 
with the fair appraised value of such lands located in each county. The fair 
appraised value of the lands shall be determined by the Secretary of Agriculture 
at 10-year intervals and his determination shall be conclusive and final (16 
U. 8S. ©. 577g). 

Farmers Home Administration property.—There are two types of property 
held by the Farmers Home Administration which are treated differently: (a) 
property held under the Bankhead-Jones Farm Tenant Act for tenant purchase 
loans and mortgage insurance (except property used solely for administrative 
purposes, and (0) all other property held under the act. While property described 
under “a” above is subject to direct taxation like all other privately owned prop- 
erty, provision is made whereby the Secretary of Agriculture may make payments 
in lieu of taxes on all other property (7 U. S. ©. 1024). 

Resettlement and rural rehabilitation projects ——Agreements may be entered 
into with a State or political subdivision or other taxing unit for payments in 
lieu of taxes on resettlement or rural rehabilitation projects for resettlement 
purposes constructed with funds allotted or transferred to the Resettlement 


1 Report on Tawves and Other In-Liew Payments on Federal Property, May 18, 1954, Pre- 
ee es SS ae aes 
(Senior Specialist in Taxation, Legislative Reference Service, Library of Congress), 
Committee Print No. 23 (884 Cong., 2d Sess.). 
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Administration. Sums fixed in such agreements shall be based on the cost of 
the public or municipal services to be supplied for the benefit of such projects 
or the persons residing on or occupying such premises, but taking into considera- 
tion the benefits to be derived by such State or subdivision or other taxing 
unit from such project (40 U. S. C. 482-33, 50 App. U. S. ©. 13855 (d)). 

“Case-Wheeler Act” lands.—Agreements may be entered into with a State or 
political subdivision or other taxing unit for payments in lieu of taxes on lands 
being prepared for irrigation and return to private ownership under the Case- 
Wheeler Act. Sums fixed in such agreements shall be based on the cost of the 
public or municipal services to be supplied for the benefit of such project or 
the persons residing on or occupying such premises, but taking into consideration 
the benefits to be derived by such State or subdivision or other taxing unit from 
such project (16 U. 8. C. 5902-8). 


DEPARTMENT OF THE INTERIOR (see also APPENDIX C) 


Columbia Basin Project lands.—Agreements may be entered into with any 
State or political subdivision for payments in lieu of taxes with respect to any 
real property located on the Columbia Basin (Grand Coulee Dam) project. 
Payments are to be made out of funds derived from the leasing of lands. Sums 
fixed in the agreements shall not exceed the taxes that would be due if the 
property were not tax exempt (16 U. 8. C. 835c-1). 

Transitional in-lieu payments of $100,000 a year for 10 years are being made 
with respect to 8,350 acres of acquired lands on the Big Thompson project in 
Colorado (National Education Association, Status and Fiscal Significance of 
Federal Lands in the Eleven Western States, 1950 p. 161). 

Grand Teton National Park lands recently acquired.—There shall be paid 
to the State of Wyoming for 10 years after acquisition of privately owned lands 
and improvements acquired after March 15, 1943, a sum equal to the full amount 
of annual taxes last assessed thereon by public taxing units in the county where 
the property is located. For each succeeding fiscal year for 20 years there shall 
be paid a sum equal to such full amount less 5 percent. Total payments may 
may not exceed 25 percent of the fees collected from visitors to the Grand Teton 
National Park and Yellowstone National Park. The sums so paid to the State 
shall be distributed to the counties where the lands acquired are located (16 
U. 8. ©. 406d-3). 

Reconveyed Coos Bay Wagon Road grant lands in Coos and Douglas Counties, 
Oreg.—The lands and timber in such reconveyed tracts shall be appraised and 
then assessed as are other similar properties, and payments in lieu of taxes 
shall be computed by applying the same rate of taxes as is applied to similar 
private property. Such payments may not exceed 75 percent of the receipts 
by the United States from such lands. The funds shall be used for common 
schools, roads, highways, bridges, and port districts (53 Stat. 753-4). 

Boulder Dam (see AprEeNnprx ©). 


GENERAL SERVICES ADMINISTRATION 


Surplus real property.—Sums in lieu of taxes may be paid on account of real 
property declared surplus by taxpaying Government corporations, pursuant to 
the Surplus Property Act of 1944, where legal title remains in the corporation 
(40 U. 8. OC. 490 (a) (9)). 
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Housine AND Home Finance AGENCY 


Low-cost housing constructed by United States Housing Authority.—Agree. 
ments may be entered into to pay annual sums in lieu of taxes to any State 
or political subdivision. The amount paid shall not exceed the taxes that 
would be paid upon such property if it were not exempt (42 U. 8. C. 1413 (c)). 

Slum clearance and community development.—Agreements may be entered into 
with any State or local taxing authority with respect to such property for 
the payment of sums which shall approximate the taxes which would have been 
paid if it were not exempt from taxation (42 U. 8. C. 1456 (c) (3)). 

Defense housing, etc., erected under the Lanham Act during World War II.— 
Payments in lieu of taxes shall be paid with respect to real property and improve- 
ments used for defense housing, defense public works, etc., erected under the 
Lanham Act. The payments shall be made out of rentals in an amount which 
shall approximate the taxes which would be paid to the State or political 
subdivision if it were not tax exempt. Such allowance as shall be considered 
appropriate shall be made for expenditures by the Government for streets, 
utilities, and other public services to serve such property (42 U. S. C. 1546), 

Housing in critical defense housing areas.—Payments in lieu of taxes shall 
be paid with respect to real property and improvements acquired under the 
Defense Housing and Community Facilities and Services Act of 1951 in critical 
defense housing areas held for residential purposes or for commercial purposes 
incident thereto, whether or not such property is or has been held in the 
exclusive jurisdiction of the United States. The payments shall be made out 
of rentals in an amount which shall approximate the taxes and special assess- 
ments which would be paid to the State or political subdivision if it were not 
tax exempt. Such allowance as shall be considered appropriate shall be made 
for expenditures by the Government for streets, utilities, and other public 
services to serve such property (42 U. 8. C. 1592g). 

Housing in isolated defense areas.—Payments in lieu of taxes may be made 
with respect to real property acquired under the Defense Housing and Com- 
munity Facilities and Services Act of 1951 for housing and community facilities 
needed in connection with isolated defense installations, or the defense installa- 
tion served thereby. The payments shall take into consideration other payments 
by the Federal Government to the State and local taxing authorities, the value 
of services furnished by such taxing authorities and the value of any service 
provided by the Federal Government (42 U. 8. C. 1593b) 

Slum clearance and low-cost housing projects——Agreements may be entered 
into with any State or political subdivision for payments in lieu of taxes with 
respect to slum clearance and low-cost housing projects. The sums paid shall 
be based upon the cost of the services supplied for the benefit of the project or 
persons occupying such premises, but taking into consideration benefits derived 
by the State or subdivision from the project (40 U. S. O. 422-3). 

Foreclosed housing, at educational institutions.—Agreements may be entered 
into with any State or local taxing authority for payments in lieu of taxes with 
respect to housing at educational institutions on which loans made by the agency 
have been foreclosed (12 U. S. C. 1749a). 


TENNESSEE VALLEY AUTHORITY (see APPENDIX C) 
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AppENDIx E.—Provisions for State or Local Taxation of 
Federal Properties ’* 


DEPARTMENT OF AGRICULTURE 


Oommodity Credit Corporation.—The real property of the Commodity Credit 
Corporation shall be subject to State, Territorial, and local taxation to the same 
extent according to its value as other real property (15 U. 8. C. 718a-5). 

Farm Credit Administration supervised lending agencies.—The real and 
tangible personal property of the Central Bank for Cooperatives, banks for co- 
operatives, the Production Credit Corporation, and production credit associa- 
tions, the real property only of Federal and joint stock land banks, Federal 
Farm Mortgage Corporation, national farm loan associations, and Federal inter- 
mediate credit banks, shall be subject to State, Territorial, and local taxation to 
the same extent as other similar property (12 U. 8. C. 981, 933, 1020f (a), 1111, 
1138¢). 

Farmers Home Administration.—There are two types of property held by 
the Farmers Home Administration which are treated differently: (@) property 
held under the Bankhead-Jones Farm Tenant Act for tenant purchase loans and 
mortgage insurance (except property used solely for administrative purposes 
and (0b) all other property held under the act. While property described in 
“b>” above is liable for payments in lieu of taxes, property in “a” is subject to 
direct taxation like other privately owned property (7 U. 8S. C. 1024). 

Federal Farm Mortgage Corporation.—The real property of the Federal Farm 
Mortgage Corporation shall be subject to State, Territorial, and local taxation 
to the same extent according to its value as other real property is taxed (12 
U. 8. C. 1020f (a)). 


DEPARTMENT OF THE INTERIOR 


Columbia Basin (Grand Coulee Dam) project.—Any public lands acquired in 
connection with the Columbia Basin (Grand Coulee Dam) project shall be subject 
to legal assessment or taxation by any irrigation, reclamation, and conservancy 
district in the State of Washington in the same manner and to the same extent 
as privately owned lands (16 U. 8S. C. 885c-1). 


DEPARTMENT OF JUSTICE 


Alien Property Custodian.—Property transferred to the Alien Property Ous- 
todian shall not because of such transfer be exempt from State or local tax laws 
as applied to such property. Taxes shall be paid to the same extent, as nearly 
as may be deemed practicable as though the property had not been transferred. 
Any tax exemption accorded to the Alien Property Custodian by specific provision 
of existing law is not affected (50 App. U. 8. C. 36). 


1 Report on Tawes and Other In-Lieu Payments on Federal Property, May 13, 1954, Pre- 
pared for House Committee on Interior and Insular Affairs by Raymond EB. Manning 
(Senior Specialist in Taxation, Legislative Reference Service, Library of Congress), 
Committee Print No. 23 (83d Cong., 2d Sess.). 
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FeperAL Crepir UNIONS 
Real and tangible personal property.—The real and tangible personal property 


of Federal credit unions shal! be subject to State, Territorial, and local taxation 
to the same extent as other similar property (12 U. S. C. 1768). 


FEDERAL Deposit INSURANCE CORPORATION 


Real property.—The real property of the Federal Deposit Insurance Corpora- 
tion shall be subject to State, Territorial, and local taxation to the same extent 
according to its value as other real property (12 U. 8. C. 264 (p)). 


FEepERAL Home Loan Banks 


Real property.—The real property of Federal Home Loan banks shall be sub- 
ject to State, Territorial, and local taxation to the same extent according to its 
value as other real property (12 U. 8. C. 1433). 


FEDERAL RESERVE BANKS 


Real property.—The real estate of Federal Reserve Banks shall be subject to 
State and local taxes (12 U. S. C. 531). 


FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 


Real property.—The real property of the Federal Savings and Loan Insurance 
Corporation shall be subject to State and local taxation to the same extent 
according to its value as other real property (12 U. 8. C. 1725 (e)). 


Home Owners Loan CorPoRATION 


Real property.—The real property of the Home Owners Loan Corporation shall 
be subject to taxation to the same extent according to its value as other real 
property (12 U. 8S. ©. 1468 (c)). 


Housine AND Home Frunance AGENCY 


Foreclosed insured property.—Real property acquired in connection with 
insurance under the National Housing Act loans for slum clearance and com- 
munity development, and loans for housing at educational institutions shall be 
subject to State, Territorial, and local taxation to the same extent according to 
its value as other real property (12 U. 8. C. 1706, 1714, 1748a, 42 U. S. O. 1456 
(ce) (8)). 

NATIONAL AGRICULTURAL CREDIT CORPORATION 


Reai Property.—The real property of Nationaj Agricultural Credit Corpora- 
tions shall be subject to State and local taxation to the same extent according 
to its value as other real property is taxed (12 U. S. C. 548 (d) (3), 1261). 


NATIONAL BANKS 


Real property.—The real property of national banks shall be subject to State 
and local taxation to the same extent according to its value as other real property 
(12 U. 8. C. 548 (da) (3)). 
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RECONSTRUCTION FINANCE CORPORATION 


Real property.—The real property of the Reconstruction Finance Corporation 
(as well as any public corporation wholly financed and managed by the Recon- 
struction Finance Corporation) shall be subject to special assessments for local 
improvements and shall be subject to State, Territorial, and local taxation to 
the same extent according to its value as other real property. Personal property 
is specifically exempted (15 U. 8. ©. 694j (a) (6)). 


VETERANS ADMINISTRATION 


Foreclosed property.—Property acquired by the Veterans Administration under 
the law with respect to loans to veterans shall not be exempt from State and 
local taxation by reason of its acquisition by the Veterans Administration 
(38 U. 8. ©. 694j (a) (6)). 


69937 O—56—pt. 116 
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AppENpix F.—Excerpt from Statement of I. M. Labovitz, Labor 
and Welfare Division, Bureau of the Budget on S. 2473 
and H. R. 5605. 


TaBLE 1.—Estimated Value of Properties Subject to Payments Under S. 2473 in 
the Fiscal Year 1954, Assuming Enactment on June 30, 1963 


SUMMARY 


$4, 881, 324 
792, 869 
216, 218 

13, 135 


Subtotal, sec. 4 5, 903, 546 
Sec. 5, subtotal 5, 560, 297 


11, 463, 843 


Section of bill and Federal agency (in thousands) 


Sec. 4 (a): 
Air Force: Personalty $2, 049, 000 
Army: Personalty 642, 150 
Navy: Personalty 2, 164, 660 
GSA: 
973 


Personalty 24, 541 


Total, sec. 4 (a): 
Real 


973 
Personalty 4, 880, 351 


4, 881, 324 


250 
15, 600 


Army: s 
-_ 2, 079 
Construction 207, 116 


16, 700 


244, 050 
140, 900 


67, 973 
98, 201 


553, 768 
239, 101 


792, 869 
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Section of bill and Federal agency 
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Sec. 4 (e) (1): 
F 


231 


$2, 000 
55, 682 


153, 192 


125 
5, 219 


216, 218 


216, 218 


Sec. 4 (ec) (2): 
Construction 


Construction 
Total, sec. 4 (c) (2): 
Real 


250 
7, 135 


1, 250 
4, 500 


13, 135 


13, 135 


Sec. 5: 
Air Force: 
Real estate 


104, 250 
2, 211, 550 


520, 600 
1, 058, 450 


973, 047 
692, 400 


1, 597, 897 
3, 962, 400 


5, 560, 297 


$973 
4, 880, 351 


5&3, 768 
239, 101 


216, 218 


1, 597, 897 
3, 962, 400 


2, 381, 991 
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Section 4. Consent to Taration.—Section 4 grants consent to State and loca] 
governments to impose their property taxes on defense production facilities 
which fall within three categories defined in the section. 

This Federal property may be taxed to the same extent and in the same man- 
ner as if it were privately owned. The assessed valuation on which the tax is 
based is to represent no greater percentage of true value than is used by assessing 
authorities in valuing property generally for tax purposes within the taxing juris. 
diction. Any special tax treatment accorded to other similar property is to be 
applied to this Federal property. 

Assuming that 8. 2473 had become law on June 30, 1953, it is estimated that 
Government property with a gross cost of nearly $6 billion would have been sub- 
ject to property taxes under this section during the fiscal year 1954. More than 
$5 billion of this is personal property ; about $780 million is real estate. (Rea) 
estate is defined for purposes of these estimates, as it usually is in property tax 
laws, to comprise both land and improvements. ) 

These totals cover the categories defined in three subsections of section 4: 

1. Subsection 4 (a) refers to property acquired since June 30, 1950, in order to 
protect the financial interest of the Federal Government in connection with loans 
or contracts of insurance or guaranty or contracts for procurement for national 
defense. 

In compiling estimates of the property that might be subject to payments under 
this provision, we find that estimates for subsection 4 (a) are composed almost 
entirely of progress payments made by the military departments on the current 
inventories of materials and goods in process in the hands of defense contractors. 
This qualifiies under the words, “property acquired * * * to protect the financial 
interest of the Federal Government in connection with * * * contracts for pro- 
curement for national defense.” In addition, the General Services Administra- 
tion reports that it has one parcel of real estate and a quantity of machine tools 
in the “machine tool pool order program.” The total for subsection 4 (a) is $4.9 
billion. 

2. Subsection 4 (b) refers to property leased or sold by conditional sale to tax- 
able persons. In this case, the Federal interest may be taxed if the defense pro- 
duction facility is not otherwise subject to State or local taxation. ‘The informa- 
tion given to us by the military departments and GSA indicates that in the current 
fiscal year there might have been within this subsection 100 manufacturing plants 
subject to taxation as real estate, and substantial quantities of machine tools and 
other production equipment classified as personal property. The total estimated 
value of property under subsection 4 (b) is.almost $800 million. 

8. The third group in section 4, under subsection (c), comprises defense pro- 
duction facilities which have been taxable since June 30, 1950, or may become 
taxable hereafter but which would not continue subject to taxation if this 
consent were not given. This subsection refers primarily to properties which 
have been taxable, or may become taxable, because of their.ownership by a 
taxable Government corporation, such as the Reconstruction Finance Corpora- 
tion, but which are taken from the tax rolls by transfer of title, administration, 
or use to a nontaxable Government agency. 

This provision of 8S. 2473 resembles in some respects the coverage of H. R. 
5605, but the consent given in 8. 2473 applies only if the property continues 
to be used as a defense production facility. 

In effect, this provision directs that where consent has previously been given 
for the taxation of a particular Government-owned property, and it was subject 
to taxation after June 30, 1950, transfer of title or administrative jurisdiction 
among Federal agencies should not operate to withdraw the consent as long 
as the property continues to be a Federal defense production facility. 
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The compilations indicate that if S. 2473 had been law throughout the fiscal 
year 1954, the military departments might have been subject to taxes on 23 
defense production plants under subsection 4 (c). Three of these were trans- 
ferred to the departments within this fiscal year. The total for subsection 4 (c) 
is around $230 million. 

In summary for section 4, the gross cost of nearly $6 billion which I mentioned 
earlier for properties under this section includes about $4.9 billion reported 
under subsection 4 (a) by the military services. Since this item represents 
the aggregate of progress payments outstanding on the current inventories of 
materials and goods in process in the hands of defense contractors, its amount 
might fluctuate substantially from time to time. For purposes of these estimates 
for fiscal year 1954, the figures are for June 30, 1953. 

Section 5. Payments on tax-exempt properties—Payments may be made 
under section 5 for defense production facilities which are not.made subject to 
taxation by section 4. Expressly exempted by subsection (a), however, is any 
defense production facility acquired or constructed by the Federal Government 
prior to July 1, 1950. Also exempted is any defense production facility which, 
if in private ownership, would be tax exempt under the Constitution or laws 
of the State of location. 

In general, the State or local governments will be eligible for annual pay- 
ments on property subject to the provisions of this section. Subsection (b) 
provides, however, that a State or local government is not eligible if it discrim- 
inates against the defense production facility or its residents or workers or 
their families in the way in which it provides or withholds the usual 
governmental services. 

The amount of each payment under section 5 is to be determined by the Fed- 
eral owning agency in accordance with general rules and regulations to be 
issued by the Director of the Office of Defense Mobilization. The rules and 
regulations must require consideration of several enumerated factors, to the 
extent that each is pertinent to any particular claim for payment. Also, the 
general rules are to specify or recommend weights to be given to these factors. 

The items to be considered may be characterized as representing mainly: (1) 
The amount of taxes that would be paid if the property were taxable; (2) addi- 
tional expenditures which may be required of the local government for providing 
services to the defense production facility, and its workers or residents and their 
families; and (3) certain types of aid rendered by the Federal Government. 

The bill provides that during the first 6 months after its effective date applica- 
tions shall be accepted relating to the first tax year which begins after June 30, 
1953. Therefore, in making estimates of properties that might be the subject of 
payments in the fiscal year 1954, we have assumed that the legislation was in 
effect from the beginning of the fiscal year. 

From the data supplied to us by the property-owning agencies, it appears that 
in the fiscal year 1954 property with a gross cost of approximately $5.6 billion 
might have been subject to payments under section 5 of 8S. 2473. Of this total, 
$1.6 billion represents the gross acquisition and construction costs of 155 parcels 
of real estate in production facilities owned by the Army, Navy, and Air Force. 
This includes the production equipment in these plants. The remaining $4 bil- 
‘ion is classified as personal property at more than 1,250 locations. Most of this 
value appears to be current inventories of materials and parts in installations of 
the military departments, but also within the $4 billion are some inventories of 
machine tools and other production equipment. 

Estimated payments under S. 2473.—The aggregate gross cost of property pos- - 
sibly subject to S. 247% is thus estimated at $11.5 billion, of which $5.9 billion 
would be made subject by section 4 to taxation like property in taxable private 
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ownership, and the remainder, $5.6 billion, would be made subject by section 5 to 
administratively determined payments roughly equivalent to ordinary taxes. Of 
the overall total, some $9.1 billion represents estimates for personal property, 
and $2.4 billion is the total for real estate. 

It is difficult to translate these estimates of property costs into dependable esti- 
mates of the payments that would be made to local taxing authorities under this 
legislation. Gross cost is only one factor considered in assessing properties for 
tax purposes. Assessment practices vary widely, from township to township, 
from county to county, and from State to State. The ratios of assessed to full 
market values may differ for similar properties in a single assessment district. 
There are wide variations in a given county or State. No general countrywide 
compilation is available on this subject, excepting for farm real estate. Only 
a few States provide information from which average effective property tax rates 
can be estimated, and these are almost exclusively for real estate. There are no 
such ratios available for personal property, excepting perhaps on a special, local- 
ized basis. 

Accordingly, it becomes necessary to resort to a rough-and-ready basis for 
estimating payments that might be made under S. 2473. From the fragmentary 
information available, it appears that the payments to be made on real estate 
would average at least 1 percent, and possibly as much as 1.5 percent, of the 
full market value. If the gross cost to the Government of $2.4 billion is taken 
as a rough measure of market value, the payments which would have been made 
in the fiscal year 1954 on account of real estate under this bill may be estimated 
at $24 to $36 million. 

Personal property is less fully assessed than real estate, and most types of 
personal property are assessed at a smaller percentage of market value in nearly 
all the jurisdictions which tax such property. Consequently an estimate based 
on the range of effective rates assumed for real estate would almost certainly 
overstate the Government’s liability for payments on personal property under 
8S. 2473. Assuming an average effective rate of 1 percent, the payments on per- 
sonal property valued at $9.1 billion would be $91 million. 

Using these assumptions, and an effective date of June 30, 1953, the total of 
Payments under S. 2473 may be estimated at $115 to $127 million for the fiscal 
year 1954. In addition, there would be administrative expenses, primarily in 
the field operations of the agencies which own and manage the properties. With 
a small allowance for central direction and rulemaking, the administrative ex- 
pense has been estimated at $4.6 million for the first year and somewhat less in 
later years. By these necessarily rough approximations, then, the aggregate cost 
of S. 2473 is estimated at about $120 to $132 million at the present time; that is, 
for fiscal year 1954.”* 


2U. S. Senate Committee on Government Operations, 88d Cong., 2d sess., Hearings before 
the Subcommittee on Legislative Program, on 8. 2473 and H. R. 6606 (June 2 and 38, 
1954), pp. 48-61. 
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AppeENDIx G.—Estimated Expenditures Under S. 788 for 
Payments to State and Local Governments on Federal Real 
Property * 


The bill contains a cutoff date of January 1, 1946, which would in general 
preclude administratively determined payments upon properties acquired by 
the Federal Government before that date. The cutoff date does not apply, how- 
ever, in, the case of those properties which have since that date been subject to 
Federal payments of some sort. Neither does the cutoff date apply to those 
titles of the bill which authorize the payment of taxes, the payment of special 
assessments, or the supplementary system of payments in cases involving burdens 
not otherwise compensated. 

Annual expenditures under the bill in the early years of its operation will be 
determined largely by the cutoff date selected. Federal property-owning agencies 
were asked to furnish cost estimates based on each of three possible cutoff dates— 
January 1, 1946, and also September 8, 1939, and July 1, 1950. For purposes of 
the estimates, the agencies were asked to assume property holdings as they 
actually were at the end of the fiscal year 1950, and also to assume that the bill 
was enacted several years earlier, so that all parts would have been in full 
operation in that fiscal year. The agency replies are summarized in the follow- 
ing table. The estimates are necessarily rough, since they depend on estimates 
of property values, local tax rates, and other factors. In addition, they omit 
some properties upon which payments might be made. No estimates are included 
for the supplementary system of payments authorized by title IV of the bill. 
Any estimates for that title would be highly speculative, since the supplementary 
system would not come into operation automatically upon enactment of the bill, 
but rather would be inaugurated at the option of the Commission and used only 
to the extent that experience proved such payments to be necessary. Because of 
these and other limitations upon the data, the figures should be interpreted as 
indicating only the general order of magnitude of expenditures under the 
proposed legislation. 

The summary of expenditures in the attached table is based on information 
furnished by the agencies before insertion in section 101 (b) (4) of the first 
proviso, which sets a ceiling on amounts to be paid on account of Federal 
improvements and tangible personal property. Further information from the 
agencies indicates that with the 1946 cutoff date this proviso might reduce 
the total amount shown in the table for title I by something over $2 million. 
Although in the time available the agencies were not asked to furnish similar 
information based on the other cutoff dates, a rough estimate suggests that the 
ceiling might reduce payments by about $1 million with the 1950 cutoff date and 
by about $25 million with the 1939 cutoff date. 

The amounts estimated by the Department of Defense are shown separately. 
They indicate a larger total of new expenditures under the proposed bill than for 
all other agencies combined. 


1 Excerpt from Exec. Comm. No. 722, Regarding Payments in Lieu of Taxes, dated August 
16,1951. (88d Cong., House Committee Print.) 
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Estimated Annual Eapenditures Under the Proposed Bill for Payments to State 
and Local Governments on Federal Real Property If the Act Had Been Effec. 


tive During the Fiscal Year 1950 * 
[In millions) 


Basis of expenditures 


Title I (administratively determined payments): 
Departm Defi 


Less adjustment for limit on payments on certain improve- 


Total, title I 
Title II (taxation): 
Department of 
Other agencies 
Total, title II 


Title III (special assessments): 
Department of Defense 


Administrative expense: 
Department of Defense 


Expenditures under proposed bill: 
Department of Defense 
Other agencies 
Less adjustment for limit on payments on certain improve- 
ments (title I) 


Total, expenditures under proposed bill 
Expenditures under laws superseded by proposed bill: 
ent of Defease 
Other agencies 
Total expenditures under laws superseded 

owen proposed bill less expenditures under superseded 

ws: 

De 


Estimated e: ditures base 
uaa 


«Source: U. 8. Bureau of the Budget, as republished in Hearing, Commission on Government Opera- 


tions, U. 8. Senate Cong., Ist sess.) on 8S. 2473. 
> Not available, me , 
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AppENpDix H.—Memorandum of June 9, 1954 


Mr. Arthur Tanner, Chairman, 
Study Committee on Payments in Lieu of Taxes and Shared Revenues, 
Commission on Intergovernmental Relations. 
FRoM : I. M. Labovitz, 
Bureau of the Budget. 
Sunsect: Estimates of payments under 8. 2473 assuming various cutoff dates. 


This memorandum supplies cost estimates for 8. 2473, prepared in response to 
the request made by your Committee at its first meeting. 


The accompanying table shows the gross cost of properties estimated as a 
base for payments during the fiscal year 1954 under each section of the bill, 
assuming it had been enacted June 30, 1953. It shows also the payments that 
would have been made on account of these properties if the average effective 
rate equalled 1 percent of the gross cost for all the properties and, alternatively, 
if the average effective rate for the real property equalled 144 percent and for 
personalty, 1 percent. The Department of Defense and the General Services 
Administration, in presenting their estimates for 8. 2473 to the Senate Committee 
on Government Operations, have assumed an average effective rate of 2 percent 
for all property, both real and personal, so that their estimates of payments for 
the bill as a whole are about twice the minimum estimate shown in this table 
with the 1950 cutoff date. 


More detail about the estimates, using the cutoff date of July 1, 1950, is pre- 
sented in the statement which I gave on June 2, 1954, at a hearing before the 
legislative subeommittee of the Senate committee. A copy of that statement 
(and related papers) is attached. It indicates the kind of property covered by 
the estimate for each subsection. It also indicates the major reasons for my 
assumption of the 1 and 1% percent effective rates in computing probable 
payments. ; 

The estimates are all necessarily rough, and those based on the earlier cutoff 
dates are especially crude because they are derived from aggregates shown in 
accounting and property control records which were not devised to yield this 
type of information in terms of the categories used in the bill. 


Some deviations occur between figures presented to the Senate subcommittee 
by the Bureau of the Budget and those presented by the Department of Defense. 
The major difference is that our tabulation classifies under real estate in section 
5 an inventory of plant equipment, with a gross cost of $778,047,000, which the 
Navy Department subsequently classified as personal property in testifying before 
the subeommittee. We have not been able to establish whether this is predom- 
inantly of the kind- which assessors might consider real estate or is predom- 
inantly movable equipment. In any case, if all this equipment were considered 
personalty, the effect would be to reduce by about $4 million each of the maximum 
payments estimates for section 5 and the entire bill shown in the attached table. 
This change would apply under each of the cutoff dates. 
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